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Bulletin G-57 illustrates and describ 
the design, construction, operating, ai 
maintenance features of the Type E 
Pulverizer. Write: The Babock & Wil 
cox Company, 85 Liberty Street, New 
York 6, New York. 





{ Product of 
BEW Engineering 
Ze 
Uniform Performance 
Regardless 

Of Wear 


Balls and grinding rings 
together . . . assure uniform fi 


Recirculating Load — 

Dries as It Grinds 
Recirculation of fines within the 
mill gives repeated, quick-drying 
contact with large masses of 


heated air and metal . . . produces 
proper fineness at all loads, even 
with coal as wet as it can get. 
Fines are classified in the mill. 


ness regardless of attrition of 


grinding elements . . . 0 
automatically increases at 


duced loads. 
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A hig asset 


in Agi Cost, power generation 


The only accurate measure of pulverizer to ten years, and with aggregate product 
efficiency—and ultimate cost—is a func- _ of 25 million tons: 

tion of availability, plus combined mate- 
rials and labor maintenance per ton of 
product over long periods of continuous 












* Average Availability: 
¢ Average total mainte- 
nance cost per ton: 3.12 cents 


96.5°/, 









describ operation. B&W recently surveyed a 
Te “ representative group of utilities, covering _It will pay you to remember this outstand- 
ig a wide geographical area and broad range ing—and typical—history of dependable, 


of coals. More than 100 B&W Type E low-cost performance when considering 
mills were reported in service from one _—your next pulverizer installation. 
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ow fast or how steadily does a na- 
tional currency have to lose its pur- 
chasing power before the investing pub- 
lic loses confidence in it? This is the in- 
teresting question, raised in the leading 
article in this issue, wherein the use of 
the original cost basis for rate making 
during continued inflation is challenged 
on the basis of economic realism. 


THE author’s question is not directed 
to those sudden, almost catastrophic, 
losses of currency values, such as fol- 
lowed the military defeat of the German 
Empire in World War I, or the nation- 
alistic government of China during the 
late forties. Obviously, nobody has any 
faith in a “bushel basket” currency. The 
question here is directed to the more 
stable international currencies, in fact the 
most stable during the past one hundred 
years—the dollar, the pound, and the 
franc. 


ALL of these monetary units have suf- 
fered in varying degree from inflationary 
erosion in purchasing power. People who 
bought bonds or other fixed income se- 
curities, payable in pounds or francs, have 
seen their savings drained away or wiped 
out, During the past four years our own 
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American dollar has lost two-thirds of 
its purchasing power—about a half of it 
during the last decade alone. 


SURPRISINGLY enough, human faith in 
savings and fixed income securities is 
sufficiently stubborn to withstand even 
these inflationary onslaughts. If the loss is 
gradual enough, people will continue to 
invest because of their faith in money. 
What is the basis of this stubborn faith 
in money. Fercus J. McD1arM1D, author 
of our leading article, believes it can be 
traced to the “century of stable money” — 
the long period of relative international 
peace which followed the Napoleonic 
Wars, roughly from 1815 to the outbreak 
of World War I in 1914. It seems al- 
most incredible, in these days of steadily 
rising prices, to realize that the over-all 
price level actually declined almost a third 
during this period when monetary sta- 
bility was combined with increasing pro- 
duction. 


M* McD1arm D thinks it is a matter 
of opinion, just how much the pur- 
chasing power can be lost, and over what 
period, before the people desert fixed in- 
come investment. But he points out that, 
once it has happened, the end result 
leaves no doubt about the destruction of 
the public’s faith in its monetary unit as 
a long-term investment. Certainly the 
French franc, which dropped from a 
quarter to a nickel during World War I, 
and to less than a cent by World War II, 
is hardly encouraging to long-term invest- 
ments payable in francs. Small wonder 
that only a single bond issue, with a mild 
built-in inflation hedge, has been floated 
in the whole history of the Fourth 
Republic. 


Tat brings us back to our own prob- 
lem of public utility financing. If, as MR. 
McD1armMID contends, the original cost 
basis for rate making is predicated on a 
relatively stable dollar, the performance 
of the dollar during the past one to four 
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Is your financial information 
up to the minute? 


@ Data on public utility securities are 
compiled at the close of each month by 
Irving Trust Company and mailed 
promptly to many people who are daily 
concerned with utility financing. 


Information includes an index of yields 
on various grades of utility bonds, pre- 
ferred and common stocks . . . pertinent 
statistics on new electric and gas issues 
...asummary of reports on the recep- 
tion of the issues. 


If you are not receiving these timely 
monthly studies, drop a line to our 
Public Utilities Department . . . we'll be 
glad to add your name to our mailing 


list for the Security Price Data Sheet. 


IRVING TRUST COMPANY 


ONE WALL STREET «+ NEW YORK 15, N.Y. 


Capital Funds over $119,000,000 
Total Resources over $1,300,000,000 
Wituram N. Enstrom, Chairman of the Board 
Ricwarp H. West, President 


Public Utilities Department 
Tom P. Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


























8 PAGES WITH THE EDITORS (Continued) 


decades raises doubt as to the practica- 
bility of that form of regulation—assum- 
ing that the inflationary trend continues 
over a long haul, which our author be- 
lieves to be the outlook. 


APPARENTLY the breaking point will 
occur, if it does, as a result of develop- 
ments entirely outside the field of public 
utility regulation as such. It will occur 
when the institutional investors (insur- 
ance companies, pension funds, etc.) find 
themselves unable to invest the greater 
part of their funds in fixed income se- 
curities and will have to move, as a matter 
of self-protection, into the field of equity 
investment. When that day comes, will 
public utilities be able to compete with 
unregulated industry, in raising the neces- 
sary funds for plant, with securities tied 
to earnings on an original cost basis? 


It has been several years since we have 
been able to present to our readers an ar- 
ticle by this author whose background in 
institutional investment qualifies him so 
well to discuss this subject matter. But 
we think you will agree that the chal- 
lenging and thoughtful analysis in this 
issue is up to the fine standard of the 
past performance of Fercus J. McD1ar- 
mip. A graduate of the University of 
Toronto (’28), specializing in actuarial 
mathematics, he began working for The 
Lincoln National Life Insurance Com- 
pany of Ft. Wayne, Indiana, three days 
later. Today he is second vice president 
of that national organization. He is also 
a Fellow of the Actuarial Society and of 
the American Institute of Actuaries, He 
has from time to time visited a large num- 
ber of utility properties both in the 
United States and Canada to assist his 
judgment in the selection of utility invest- 
ments. 

2. 


E. Lotseau, whose article taking a 

e frank inventory of the over-all prog- 
ress of public relations in the electric util- 
ity industry begins on page 418, is the 
president of the Public Service Company 
of Colorado. Born in Colman, South Da- 
kota, and educated at Gem City Business 
College, Quincy, Illinois, he began his 
career with the electric industry in 1915 
with the Citizens Gas, Electric Light & 
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Heat Company, Mt. Vernon, Illinois. He 
became, successively, secretary of the 
Mansfield (Ohio) Electric Light & 
Power Company in 1917, of the Mont- 
gomery (Alabama) Light & Water Com- 
pany in 1920, and of the Public Service 
Company of Colorado in 1923. He was 
made vice president of his present organ- 
ization in 1938, and has been president 
and general manager since 1943. 


* * * * 


- city transit stay on the surface and 
still move ? Has America’s celebrated 
freedom of the highways become a mock- 
ery due to the lost motion and frustration 
caused by traffic paralysis ? If so, America 
can pay its money and take its choice— 
restrict the private car or do away with 
transit. Grorce W. KeitTu, Cincinnati 
writer, gives us a sobering view of the 
dilemma which faces virtually every city 
unless some way is found to take transit 
off the street surface entirely. Beginning 
on page 409 is Part I of his challenging 
2-part article. Kerr is a veteran free- 
lance writer whose published materials 
include verse, humor, and radio scripts. 


THE next number of this magazine 
will be out April 10th. 
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ne-Up for today’s Microfilm needs 


The new, complete line 
Remington Rand Microfilm Equipment 


ading off — the Dual Film-a-record, the 
chine that gives you the most in micro- 
ning... high-speed feeding, with or without 
omatic feeders, 15” feeding throat, clear 
dsharp images, interchangeable lenses with 
ingle camera... features that combine for 
nible, efficient and economical operation. 
To view your microfilm —the Electronic 
) Reader gives you the greatest ease and 
pst complete readability. For an all-purpose 
ader built to fit your budget, you want the 
andard Reader. If you film oversize records, 
tthe Remington Rand Library Reader to 
w the full width of even a standard news- 
per page in its original size. And if you 


ed a reader that goes anywhere you go— 


floor to floor, building to building, city 
city— get the new Portable Reader. 
Remington Rand Humidifying Film Stor- 


age Cabinets are built to meet the specifica- 
tions of the U.S. Bureau of Standards. They 
maintain the recommended humidity and 
their special “air conditioning” construction 
permits complete circulation of conditioned 
air within the unit. 

Remember, you have no maintenance wor- 
ries with Remington Rand. Special factory 
trained personnel are ready at all times to 
service your equipment. 


You'll want to know more about these and other 
Remington Rand Microfilm units. Why not see 
them today at your nearest Remington Rand 
Business Equipment Center or write Room 1739, 
315 Fourth Avenue, New York 10, New York, 
for free information. 


Remington. Fkand. 








Coming IN THE NEXT ISSUE 


* 


PICKING FEDERAL REGULATORY COMMISSIONERS. PART I. 


During the single month of February, 1952, there were vacancies on all 
three of the Federal commissions charged with regulating public utilities— 
vacancies caused by retirement of the three chairmen, respectively, of the 
Federal Power Commission, Securities and Exchange Commission, and the 
Federal Communications Commission. The President had to make three 
new appointments within a single month. This turnover emphasizes the 
problem of attracting qualified men to these important posts. Dr. Lincoln 
Smith of Columbia University has made a searching analysis of it. 


MOBILIZING UTILITY EMPLOYEES FOR PRIVATE ENTERPRISE 


Nearly a year ago, a column appeared in Contact, employees’ magazine 
of the New England Electric System, under the strange title "Nérodni 
Podnik.' It was a forceful statement by a foreign-born company employee, 
who explained from personal knowledge that these were the Russian words 
for "national ownership’ and what that means to the workers. Attracting 
widespread attention, this message was the outgrowth of a program used 
by this utility organization to let the employees tell their own story (of the 
advantages of the enterprise system) to each other and to the public. 
O. Van Rye, of the New England Power Service Company, describes this 
development. 


MOVING THE MASSES OF TOMORROW. PART II. 


The second instalment of this 2-part series by George W. Keith, Cincinnati 
writer, deals with the responsibility for transit's future. What practical 
steps can be taken to assure and protect our great American cities from 
the loss of their one unexpendable and inseparable asset-—economical and 
efficient mass transportation? The gist of this article is that America can 
pay its money and take its choice, either to restrict the private automobile 
or do away with common carrier transit. The latter course is pretty nearly 
impossible. 


EXPERIMENT IN HARMONY 


Despite some popular impression to the contrary, the Tennessee Valley 
Authority is not servicing all of the atomic power installations, even in the 
broader TVA area. As a result of the negotiations with the Atomic Energy 
Commission, four private electric utilities agreed upon a co-operative 
program over a year ago for pooling their efforts and joining in the creation 
of a new generating project to furnish power for important new AEC 
installations. John P. Callahan of The New York Times’ staff has looked 
into this arrangement and has written a factual account of what it is all 
about and how it is expected to work. 


* 


A / $O wc Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 


executives, financial experts, employees, investors, and others. 
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How big is a house? 


- a child, a house may be play-house size. 
To a man, it may be a four-room bungalow. 


To a wealthy man, it may be a 30-room job. 


Houses come in different sizes. And so do 
your customers’ bills. 


A helpful analysis 


In planning rate and promotional program, 
it’s mighty helpful to know the number of 
customers’ bills in each kilowatt-hour rate 
block. 


Your customers’ bills can be analyzed at regu- 
lar intervals at Jow cost by the Recording and 
Statistical Corporation. With the use of a 
special Bill Frequency Analyzer, our trained 
personnel can analyze as many as 200,000 bills 
each day. And the cost for such analysis is 
far less than you’d expect. 


May we give you the complete facts about this 
accurate and economical method of compiling 
customer usage data? Write today and we'll 
gladly send you a copy of “The One Step 
Method of Bill Analysis.” 


We sincerely think it will show you how to 
save time and money in the months ahead. 





— 4 
This Bill Frequency Analyzer—developed especially for 


utility usage data—autonfatically classifies and adds 
in 300 registers—in one step! 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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“There never was in the world two opinions alike.” 
—MonTAIGNE 


J. WarrEN KINSMAN 
Vice president, E, I. duPont 
de Nemours & Company. 


HERBERT HOOVER 
Former President of the 
United States. 


WALTER S, HALLANAN 
Chairman, National Petroleum 
Council. 


WituiaM S, RosEecRANS 
Chairman, California State 
Board of Forestry. 


Joun G, Forrest 
Financial editor, The New York 
Times. 


Eprror1aAL STATEMENT 


Times-Herald, Washington, D. C. 


R. B. ANDERSON 
Chairman, Texas State Board of 
Education. 
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“If you make a profit, while guaranteeing all the risks 
of making a profit, you will have to surrender more than 
half of it to the central government.” 


> 


“Corporation taxes in the long run are passed on to 
their consumers or they would go bankrupt. They thus 
become part of the multitude of hidden taxes.” 


* 


“It is essential that our system of free enterprise be 
strengthened instead of weakened. That system has pro- 
duced, and productivity is the foundation of prosperity 
and security.” 


> 


“Don’t leave [conservation] to government if there is 
any way to leave government out. The individual must 
take leadership—locally, from the grass roots up. If gov- 
ernment assistance is necessary, it should be directed by 
the people.” 

& 


“The most important obstacle to government retrench- 
ment lies in the false philosophy that large government 
expenditures are themselves an essential element in devel- 
oping our economic progress and promoting the welfare 
of the people.” 

* 


“Does anyone today think that the service he gets from 
the post office is as efficient as that which he gets from the 
telephone company? ... Why not sell the whole post office 
system to a national public utility corporation, empowered 
to charge rates fixed by the Interstate Commerce Commis- 
sion at a level sufficient to yield a fair return on the invest- 
ment?” 


“We have seen the corrupting influence of Federal funds 
which has withered local responsibility in several phases 
of our society. We must guard against it in our school- 
rooms. It has become a common practice in a great many 
areas of life to exchange local authority and responsibility 
for Federal funds. In the climate, which would have all 
local schools turning to Washington like sunflowers to 
the sun, how could we ever expect any resistance to the 
ideas of centralized government in other areas of life?” 


12 
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MERCOID SENSATHERM 








They all eventually come to use this time honored and thoroughly 
reliable thermostat. 

It is a natural in the basic principle of thermostatic bimetal control 
operation, governed directly by room temperature changes as quickly 
as they occur, without requiring the use. of internal heater coils or 
heat anticipators. 

The Mercoid Sensatherm has an unusual record for its many years 
of service without any attention. It also maintains its newness in 
appearance indefinitely due to the patented metallic alumilite finish. 





THE MERCOID CORPORATION & 4201 BELMONT AVE., CHICAGO 41, ILE 
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REMARKABLE REMARKS—( Continued) 


Lewis HANEY 
Professor of economics, 
New York University. 


WiLL1AM Henry CHAMBERLIN 
Columnist. 


BENJAMIN A. FAIRLESS 
President, United States Steel 
Corporation. 


Curtis H. GAGER 
Vice president, General Foods 
Corporation. 


James H. Durr 


U. S. Senator from Pennsylvania. 


GEorGE SOKOLSKY 
Columnist. 


Excerpt from Business Bulletin, 
published by The Cleveland 
Trust Company. 
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“ . . the Socialists want only one change, and that is 
to government ownership and operation of industry. They 
want only one kind of product; namely, whatever those 
who control the welfare state think the citizen saps 
‘need’—what is ‘good’ for them.” 


> 


“The unmistakable trend in bureaus is to expand, not 
to contract, to proliferate, not to diminish. There seems 
to be an irresistible urge to create a new organization 
whenever any new problem arises instead of relying on 
the ample staffs of existing government agencies.” 


* 


“Growth and progress are something more than the 
mere symptoms of success; they are the necessary in- 
gredients of it, and when any company, big or small, stops 
growing and ceases to progress, you can be perfectly sure 
that the rigor mortis of business failure has set in.” 


* 


“Today, most management believes that it must not only 
find the funds, organize the skills, and produce and dis- 
tribute foods and services, but must do these things in 
such a way as to serve every segment of society—the em- 
ployees, the owner, the customer, and the public at large.” 


> 


“In these days of stress and crisis when there is great 
diversity of opinion, when unity is so necessary to solve 
a problem, we ought to recall the wish expressed by Ben- 
jamin Franklin in the heated debates prior to the adoption 
of the Constitution—that each one of us doubt a little of 
his own infallibility.” 


* 


“The bureaucracy has grown too large and is unmanage- 
able. There are too many offices and bureaus and responsi- 
bility has become diffused. Bookkeeping methods are 
antiquated and clever men can find means for evading 
checks and protectives. A private business would be bank- 
rupted by the inefficiencies not only tolerated but encour- 
aged in the management of public affairs.” 


> 


“If the defense program is to be financed with a mini- 
mum of strain, the first step ought to be the reduction 
of nonessential government expenditures. Functions which 
seem desirable in peacetime can and should be pared under 
present conditions. And the sprawling operations of the 
government are likewise a fertile field for savings. In the 
words of the Commission on Organization of the Execu- 
tive Branch of the Government, ‘the highest aims and 
ideals of democracy can be thwarted through excessive 
administrative costs and through waste, disunity, apathy, 
irresponsibility, and other by-products of inefficient gov- 
ernment.’” 
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LEFFEL Hydraulic Turbines 


EFFICIENT + DEPENDABLE «+ SINCE 1862 


nother Leffel Job Well Done... 
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A view of the dam and powerhouse. 


The illustrations on this page show another instance where 
a Leffel turbine was specified for the expansion of existing 
hydraulic power facilities. For this installation a Leffel 
vertical propeller-type hydraulic turbine was used. Maximum 
rating 11,500 HP, under 67 ft. net head, speed 180 RPM. 

From initial design through final assembly a Leffel turbine 
receives the best in skill and attention. No effort is spared 
during production to provide the materials and workman- 
ship necessary for long, trouble-free service. 

Why not contact us today about engineering your turbine 
installation or rehabilitation? Our 90 years of hydraulic 
power experience are at your service. 





The assembled turbine in the Leffel plant. Cast steel propeller-type runner, shown on the boring mill. 


THE JAMES LEFFEL & CO. 


DEPARTMENT .P @ SPRINGFIELD, OHIO, U.S.A. 
















MORE EFFICIENT HYDRAULIC POWER FOR 3 YEARS 
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HE RIGHT COMBINATIO 





A typical City Gate or Town Border 
Station. Here, gas from the trans- 
mission main gets a scrubbing in the 
Blaw-Knox Gas Cleaner which re- 
moves all traces of dust, scale, and 
rust. No new dust gets into your 
distribution system. 


The diagram shows the Right Combi- 
nation to insure delivery of clean, 
conditioned gas. Both Cleaners and 
Foggers are standardized units — 
quickly installed and requiring the 
minimum of maintenance or super- 
vision. 
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% BLAW-KNOX 


S$ 
AS CLEANERS PLU? OL FOGGERS 
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Between cleaners and d 
bution lines Blaw-Knox 
Foggers perform a highly 
uable service. The fine p 
cles of oil fog suspend 

the gas stream drop out g 
ually and uniformly on 
inner surface of the e 
pipeline system, wetting d 
old dust deposits, moiste 
leather diaphragms, and 
venting drying out of pa 

in bell-and-spigot pipe jo! 
Many fogger installatio: 

1951 attest the value of 
ging and the populari 

Blaw-Knox Foggers. 








Blaw-Knox has the facts and figures to prove that you cannot afford 
dirty gas. More than 20 years’ service to the gas industry, plus con- 
tinuing research, show conclusively that operating and maintenance 
expenses due to pipeline dust cost more than the installation of 
Blaw-Knox Gas Cleaners and Foggers. 


For interesting and convincing data on this important subject, write 
for our latest Bulletin—No. 2353. 


GAS EQUIPMENT DEPARTMENT 


BLAW-KNOX DIVISION oF BLAW-KNOX COMPANY 


2110 Farmers Bank Building, Pittsburgh 22, Pa. 
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When you shop in this 
showcase of talent... 


... you can “‘shop” under one roof for all 
the specialized help you need without add- 
ing permanently to your payroll. EBASCO 
engineers, constructors and business con- 
sultants can help you solve your business 
problems efficiently and economically. 


Over the past half century, EBASCO spe- 
cialists have accumulated world-wide 
experience that will prove immediately 
effective when applied to your own prob- 
lems. Here are a few industries that have 
“shopped” for help at EBASCO: Pulp 
and Paper; Chemical; Food Processing; 
Glass; Manufacturing; Rubber and Tex- 


ee: CONST ay 


(ign: 


%, INCORPORATED 
“tase, a 








tile; Electric & Gas Utilities. For these 
and many other industries. EBASCO has 
designed and built new plants and ex- 
ecuted expansion plans, helped develop 
industrial relations programs, financing 
plans, and sales and public relations pro- 
cedures. 

EBASCO is organized to do part or all of 
a job for either large companies or small. 
To see exactly how EBASCO can serve 
you best, write for your copy of “The 
Inside Story of Outside Help’’. Write to: 
Ebasco Services Incorporated, Dept. W., 
Two Rector Street, New York 6, N. Y. 


EBASCO SERVICES 


New York 


ah. Business Studies - Consulting Engineering - 
+ Inspection & Expediting - insurance & Pensions - rege soared 


conus * 8 oy ye Research - Sales & Marketing - Systems & Methods - 


Washington, D.C. 
Financial 


+ Chicago - 
Design & Construction - 


‘axes - Traffle 
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The ONLY Improvement Ever Made 
in Meter Reading! 


IBM Mark Sensing Makes the Meter scription errors, because IBM electron 
Reader's Seb Basler and electric machines take over where t 


meter reader leaves off—speeding the jo 


Simply by making several short pencil from start to finish. 

marks on the face of this IBM Card, the This is just one of the many IBM co 
meter reader is spared the trouble and in- tributions to utility accounting. Wri 
convenience of having to subtract and Dept. D for a copy of the 1952 edition 
make longhand entries. IBM Customer Accounting for Utilitie 


No longer does the Ac- 
counting Department com- 


plain about his arithmetic A - 
orthe legibility ofhishand- =| | M INTERNATIONAL BUSINESS MACHINES 
4 





writing. And no longer is 590 Madison Ave., New York 22, N. Y. 
there a possibility of tran- 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


COLUMBIA 
GAS 
SYSTEM 





The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Home Gas tompany 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 


OR ee A IT is Ral MHS DW i SO hw OA LO A YY 











Ci OS FUR SOPH EO 



































Public Utilities Fortnightly March 27, 195 


EVERYBODY'S TALKIN 


about this modern gas control 
GASAPACK ... THE ONLY. REALLY NEW GAS CONTROL 


Two-Stage Flame Control 
, Gasapack’s exclusive 

Completely Silent tunenetaaneduns principle 

_,, Casapack eliminates “stages” flame for steady, 
_ “bang-on, bang-off” flame even heat control, 
ignition and extunction noises, without violent swings. 

common to ordinary “s 

action” contre 





~ pact 

Completely Adaptable - J _ Unit, easy to 

4 install . . . simph 

& to service and 

etensiatii ' efficient in operatic 
or mechanical Thermomatic 
operation, with no change 

ia basic unit. 


° 


With GASAPACK 
= 


AAA 


' 


x 
“a 


gas furnaces and heaters. One simple-to-install 
unit eliminates as many as 5 separate controls. 


Compare the Gasapack with old-fashioned, 
cumbersome hookups, and you'll discover it’s 
Zp) the modern, efficient way of installing modern Cuts costs of assembly, too — as much as 67%. 


S432. 0-)-C: 2a 2eeeeeeeee for modern gas heatin 
A-P CONTROLS CORPORATION 


(formerly Automatic Products Company) 
2470 N. 32nd Street @ Milwaukee 45, Wis. @ In Canada: A-P Controls Corporation Ltd., Cooksville, Ont. 
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This advertisement is under no circumstances to be considered as an offering of these securities 
for sale or as a solicitation of an offer to buy any of such securities. 
The offering is to be made only by the Prospectus. 


New Issue 
pallet 


409,689 Shares 
Texas Utilities Company 


Common Stock 
(Without Par Value) 


Transferable Subscription Warrants evidencing rights to subscribe for these shares 
have been issued by the Company to holders of its Common Stock, which 
warrants expire at 3 o’clock P.M. Eastern Standard Time, on March 28, 1952, as 
is more fully set forth in the Prospectus. Any shares which shall not be subscribed 
for may hereafter be offered by the Underwriters as set forth in the Prospectus. 





Subscription Price to Warrant Holders 


$32.50 per Share 





s of the Prospectus may be obtained in any State only from such of the several Underwriters, 
including the undersigned, as may lawfully offer the securities in such State. 


Union Securities Corporation 


A. C. Allyn and Company Equitable Securities Corporation 


Incorporated 


W. C. Langley & Co. Dean Witter & Co. Blair, Rollins & Co. 


Incorporated 


F. S. Moseley & Co. Alex. Brown & Sons Hallgarten & Co. 
Laird and Company Riter & Co. Stroud & Company 


Incorporated 


Tucker, Anthony & Co. E. F. Hutton & Company McDonald & Company 


The Milwaukee Company _— Piper, Jaffray & Hopwood _— Stern Brothers & Co. 


March 6, 1952 








Public Utilities Fortnightly 


March 27, 1932 





hy 


oe, 


—— 


NURSEMAID TO 


the Big Red “Champ” 
—keeps huge coal 
stock piles ready’ 
for instant use 


READY FOR EMERGENCIES: International TD-24 adds more coal to Appalachian’s 175,000-ton stock pile. 


Here’s a utility company’s life insurance in a heap— 
the 175,000-ton coal stock pile of the Glen Lyn, 
Virginia, plant of Appalachian Electric Power Com- 
pany—acres of coal ready to keep the chain of 
power flowing constantly. 

Dressing the pile and keeping it ready for use is 
a problem, with an additional intake of 2100 tons 
to be handled every day from 30 to 35 hopper cars. 
The economical solution is the power and maneu- 
verability of International’s Big Red “Champ” — 
the TD-24. 

Operators everywhere go for that easy-handling 


INTERNATIONAL 


148 maximum drawbar horsepower . . . eight speeds 
forward and eight reverse, with instant shift up or 
down one speed without declutching... a bigger 
bite on the blade with every pass... more power 
to work steeper slopes. 

Get the whole story from your International In- 
dustrial Distributor. Find out, too, how his parts 
and service operation will help you get the mos 
out of your International power over the years 
ahead. 


INTERNATIONAL HARVESTER COMPANY 
CHICAGO 1, ILLINOIS 


POWER THAT PAYS 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


‘{never thought of floors in relation to earning power” 





HERE'S WHAT THE ARCHITECT SHOWED 





Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre 
cut. Two men can lay 32 sq. ft. in 30 sec 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 


“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms Why Q-Floor keeps o building modern. 
of money saved. They mean more revenue over the years m 1 calle of OF 
4 . ° ° P - crossed ov 
and earlier revenue right from the start. Let’s look at the details—” ior tain cuntentweben of a 
electrical service, regardless of how many 
new business machines may be invented. 
An electrical outlet can be established on 
P every six-inch area. It requires but a small 
Write for the simple facts — hole, takes literally only a few minutes. 
No muss with trenches. Tenants can have 
H. H. ROBERTSON COMPANY as many outlets, changed as often and 


F iiding, Pitt q located exactly, as they please. Such per- 
2424 Farmers Bank Bvyilding. sburgh 22, Pennsylvania manently flexible floor plans keep 8 build- 


Factories in Ambridge, Pa., Hemilten, Ont., Ell port, Englend ing permanently modern. The exterior may 
grow old-fashioned, but with live arteries 

Offices in $0 Principal Cities ww World-Wide Building Service of power in the floors, the building itself 
will) never be electrically outmoded. 
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Edward M. Graham station of Bangor 
Hydro Electric Company, Bangor, Me. 


In the Valley of the Penobscot 


Exidve-Manchex 


BATTERIES 


Here in the heart of Down-East Maine is 
one of America’s most modern electric 
utilities—the Bangor Hydro Electric Com- 
pany. It was the first station to use a 
regenerative type gas turbine, the installa- 
tion of which aroused widespread interest 
in the industry. Other items of equipment 
are equally modern. Among them are 
Exide-Manchex Batteries. 


The Exide-ManchexBatteries in the Edward 

Graham station provide power for 
switchgear operation. They furnish ade- 
quate emergency lighting, operate 60 indi- 
cating lamps, and run two 2-hp. lubricating 
pump motors. Exide-Manchex Batteries are 
preferred by many outstanding utility com- 
panies because they assure: 


POSITIVE OPERATION: Dependable perform- 
ance at ample voltage with no switching 
failures. 


INSTANTANEOUS POWER: High rates for switch- 
gear operation with adequate reserve power 
for dependable performance of all other 
control circuits and for emergency lighting. 


LOW OPERATING COST: Extremely low internal 
resistance. 


if it 7 
‘ oa Pwehesé' 


F 


Installation of 60 EME-15 Exide-Manchex Batteries in 

gas turbine station of Bangor Hydro Electric Company. 
LOW MAINTENANCE COSTS: Water required 
about twice a year. No change of chemical 
solution needed during life of battery. 


LOW DEPRECIATION: Sturdy, long-life con- 
struction. 


GREATER CAPACITY in a given amount of 
space avoids overcrowding of equipment. 


These features combine to make Exide- 
Manchex your best battery buy for all control 
and substation services. 


You get all these features in the 
Exide-Manchex 


@ The exclusive, long-life manchester positive 
plate. 
@ Slotted plastic separators, impervious to chemi- 
cal and electrical reaction. 
@ Plastic spacers for plate alignment. 
@ Latest development in molded glass jars. 
@ Heavy terminal posts with copper inserts for 
extra conductivity. 
THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
“Exide” and “Manchex” Reg. Trade-marks U.S. Pat. Of. 


1888...DEPENDABLE BATTERIES FOR 64 YEARS...195 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etce.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 





National or Sectional Coverage 





DUDLEY E. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS © PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 











The distinguishing mark of any nev 


important station is apt to be the newe 

type Elliott deaerating feedwater heate 
mounted upon its storage tank, silhouetted 
against the sky. 


In these new type Elliott deaerating 
heaters, the tubular vent condenser is re 
placed with an inlet spray unit and ven 
collecting hood which normally requi 
no maintenance. Trays, formerly of hea 
cast iron, are now of fabricated stainless 
steel —light and corrosion-proof. Nox 
corrodible materials are used everywhe 
undeaerated water contacts the metal. Al 
in all, the new unit is characteristicall 
Elliott in conception, in engineering ex 
cellence, in performance. Bulletin N-1 
gives full details. On request. 


The tubular vent condenser with its many 
small tubes, formerly mounted on top of 


the deaerating heater shell, is replaced 
by the inlet spray unit and vent collect- Ee | & | & g oO TT Company 
ing hood located inside the shell. Saves 
maintenance, saves headroom, makes a Deaerator and Heater Dept. 


better installation. JEANNETTE, PA. 
Plants at: JEANNETTE, PA. * RIDGWAY, P 
AMPERE, N. J. ® SPRINGFIELD, O. * NEWARK, N. 
DISTRICT OFFICES IN PRINCIPAL CITIE 





























Attilities Almanack 
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| New England Gas Association begins annual meeting, Boston, Mass., 1952. 
{ Oklahoma Utilities Association begins annual convention, Oklahoma City, Okla., 1952. 








American Power Conference ends, Chicago, Ill., 1952. 
American Water Works Asso., Illinois Section, ends convention, Chicago, Ilt., 1952. 





a Telephone Association will hold annual convention, Springfield, Ill., Apr. 17, 18, 





I a ca Electrical League will hold spring conference, Denver, Colo., Apr. 





{ Edison Electric Institute begins annual sales conference, Chicago, Ill., 1952. 
| Mid-West Gas Association begins annual meeting, Minneapolis, Minn., 1952. 


z APRIL 2 


7 Tennessee Valley Public Power Association ends 2-day annual meeting, Memphis, Tenn., 
1952. ‘ 

















| Missouri Valley Electric Association begins engineering conference, Kansas City, es) 
Mo., 1952 





9 American Water Works Asso., Arizona Sec., begins meeting, Mesa, Ariz., 1952. 
4 Florida-Georgia Gas Asso. begins annual convention, St. Petersburg, Fla., 1952. 








Maryland Utilities Association holds one-day annual convention, Baltimore, Md., 1952. 











q American Gosgciation of Advertising Agencies ends 3-day spring meeting, White Sulphur 
Springs, W. he 





{ Illuminating Engineering Society begins southwestern regional conference, Tulsa, Okla., 





| Eastern Natural Gas Regional Sales Conference, Residential Gas Section, begins, Pitts- 
burgh, Pa., 1952. 





{ Southwestern Gas Measurement Short Course begins, University of Oklahoma, Norman, 
Okla., 1952. 





Edison Electric Institute-American Gas . begins electric and gas utility 
accountants conference, New York, N. Y., 
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U. S. Army photograph 


A Portable Telephone Switchboard 


During U. S. Army field maneuvers in Germany, the telephone operator of a construction 
brigade command post plugs in to headquarters. 
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Utility Finance and Regulation 
In an Age of Inflation 


For a hundred years prior to World War I, people had faith 
in money, they saved and invested. Today that faith is slipping. 
How can public utilities expect to obtain capital in competition 
with unregulated industry, during a prolonged inflationary 
period, if the utility investor's dollar is trapped and crippled in 
purchasing power by original cost regulation? A long-experi- 
enced security analyst and institutional investment official tells 
us why he thinks it won’t work. 


By FERGUS J. McDIARMID* 
SECOND VICE PRESIDENT, THE LINCOLN NATIONAL LIFE INSURANCE COMPANY 


has a strong bias toward infla- value. However, most students of eco- 

tion. This does not mean, of nomic affairs seem to feel that the long- 
tourse, that galloping or runaway in- term trend in the purchasing power 
fation is in the cards. In fact, it is en- of our money is likely to be downward 
tirely possible to envisage deflationary for as far as one can see ahead. 
periods of quite limited duration as, As this idea sinks home, people will 
for example, that from 1947-49, dur- be increasingly less willing to invest 
pene their savings in media which promise 


‘For additional 1 "Fe 
wth the — oe only a fixed dollar rate of return and 
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\) Te are living in an era which ing which our money will increase in 
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a fixed repayment in dollars some time 
in the more or less distant future. That 
this line of thought has already pene- 
trated far into the grass roots is indi- 
cated, among other things, by the in- 
creasingly sluggish sale of E bonds to 
the public in spite of a high-pressure 
campaign to promote their sale. 


F& the public utility industry the 
above briefly outlined situation is 
likely to prove of great importance, 
both from a financing and regulatory 
point of view. The two indeed are in- 
separable. This is because for the pub- 
lic utility industry the ability to raise 
capital in large quantities from sources 
outside itself is of vital importance, 
more so than in the case of any other 
industry. Other industries may accu- 
mulate all or the greater part of their 
capital requirements from internal 
sources, but not the utilities. These 
seem likely over the longer term to 
have increasing difficulty in attract- 
ing such capital at moderate cost 
through the medium of fixed dollar 
securities—bonds and nonconvertible 
preferred stocks. The common stocks 
which it sells will have to increasingly 
hold forth the promise of an increas- 
ing dollar return to counterbalance the 
probable shrinkage in the value of 
those dollars. Otherwise, the utilities 
will be in a poor position to compete 
for peoples’ savings with other indus- 
tries and media of savings which offer 
the saver a hedge against declining 
dollar values. This in turn will require 
a trend away from the original cost 
theory of utility regulation, which re- 
stricts the companies to relatively fixed 
dollar return on their investment, re- 
gardless of other factors. 

The writer is fully aware of the dan- 
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gers which inflation holds for ou 
economy and for our entire democratic 
way of life. It is something to be r 

sisted by all the means in our power 
However, it is surely better to try and 
set the stage so as to encourage the flo 

of savings in some form into such es 
sential industry as the utility industry 
rather than by putting one’s head i 
the sand to encourage a situation to 
develop in which such a flow is largel 
cut off. 


Present Financial System Assumes 
Stable Money 


Hs thus briefly outlined a poin 
of view, let us start at the begin 
ning and set forth our line of reason 
ing in some detail. Our financial sys 
tem and the set of fundaments 
assumptions on which it is based were 
largely established in the century fro 

1815-1914. At least this was the period 
in which our present method of cor 
porate financing through the sale o 
bonds, preferred stocks, and commo 
stocks was largely evolved. Our prin 
cipal savings institutions, including 
commercial and savings banks and in 
surance companies, had attained a higl 
degree of maturity and in large meas 
ure evolved their present method o 
investing their funds during thi 
period. 

This century had one notable char 
acteristic, and in this respect it is prob 
ably unique in the pages of recorded 
history. It had relatively stable prices 
In fact during its course wholesal 
prices declined irregularly, but rath 
gently, by about 30 per cent. It was if 
this type of climate that our presen 
customs of saving and raising capita 
were largely developed and becam 
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firmly established. It came to be con- 
sidered wise and moral and was profit- 
able to stay out of debt and put one’s 
money in the bank. How this situation 
has changed! 


_ War I, in this country at 
least, did not greatly change the 
outlook. Truly it jolted the price level 
upward ; but with the apparent return 
to a normal world thereafter, price 
trends seemed to renew their pre-1914 
pattern of relative stability and grad- 
ual decline in the face of increasing 
production. There was little in the out- 
look to disturb the investor in money- 
good fixed dollar securities. 

Immediately following World War 
Il there was a widespread expectation 
and hope that the previous pattern 
would be repeated. One recalls the pre- 
dictions from high places of a postwar 
recession, accompanied by substantial 
unemployment and a substantial de- 
cline in prices. These fears—or hopes 
—have not been realized. It is becom- 
ing increasingly clear that we have 
undergone an economic revolution, 
part of whose foundations were laid 
in the depression of the thirties and 
part in World War II and its after- 
math. 

Just as unemployment was the great 
problem of the thirties, so inflation 
has emerged as the correspondingly 
great problem of the fifties. 


Circumstances Point to Inflation 


“oe belief that money will prob- 
ably continue to lose value, with 
some interruptions no doubt in the 
process, for as far ahead as the human 
mind can see, is based upon a number 
of circumstances with which we have 
all become familiar. These circum- 
stances have come into being entirely 
since the period of stable money of the 
nineteenth and early twentieth cen- 
tury. They may be summarized as fol- 
lows: 


1 Hot and Cold Wars: Historically 
® wars, or preparation for possible 
wars, have always raised prices. A 
Federal government budget approach- 
ing 30 per cent of the gross national 
product and accompanied probably by 
deficit financing was unknown and 
unheard of in those strictly limited 
periods of history during which 
money tended to retain its value. The 
century of stable money, 1815-1914, 
was generally one of. peace and low 
government budgets. Today the world 
is in a state of political and moral 
schism such as has not existed for sev- 
eral centuries, perhaps not in the 
Christian era. 


2 The Strength of the Trade Unions 
e and the Sanctity of Full Em- 
ployment: Professor Sumner Slich- 
ter of Harvard has stated that you 


= 


“|. . most students of economic affairs seem to feel that 
q the long-term trend in the purchasing power of our money 
is likely to be downward for as far as one can see ahead. 
As this idea sinks home, people will be increasingly less 
willing to invest their savings in media which promise 
only a fixed dollar rate of return and a fixed repayment 
in dollars some time in the more or less distant future.” 


401 
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cannot have at the same time highly 
organized labor, full employment, and 
a stable currency. Labor promises to 
become more fully organized as addi- 
tional people consider it necessary to 
join pressure groups in order to get 
their share of the national income pie. 
The annual round of wage increases 
has been with us for several years, 
and the tendency to tie wages to 
prices and productivity indexes is 
growing. Any large volume of unem- 
ployment is now regarded as the one 
unforgivable sin of our economic 
system and is likely to provoke swift 
remedial action through fiscal and 
other means by whatever government 
may be in power. The professor’s 
hypothesis therefore predicts a prob- 
able inflationary trend. 


3 The Rise of Economic Pressure 
a7 


Groups: We have learned that 
it is all right for farm prices to rise 
quite sharply but it is highly improper 
for them to decline very much. It is 
considered more politically expedient 
to hurt many voters a little over the 
long pull through inflation rather than 
for organized minority groups to be 
hurt severely for limited periods. 


4 The Departure of the Gold Stand- 
e ard and Arrival of the Welfare 
World: A very important and prob- 
ably essential feature of the century 
of comparatively stable money was the 
international gold standard. Under 
this system of monetary and credit 
regulation, countries whose prices and 
costs got too high tended to import 
excessively and export not enough and 
so to lose gold. Credit stringency 
arose, with an increase in bankruptcies 
and unemployment, accompanied by a 
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decline in prices. Such was the price 
people then paid for stable money. 
Now, however, nations which run an 
unfavorable balance of payments tend 
to settle them by devaluation, which 
is inflationary, or by international 
charity. The latter is of course infla- 
tionary to the contributing nation as 
it results in an outflow of goods but 
no diminution of purchasing power. 
Also it spares the recipient of the 
charity the temporarily painful effects 
of deflation. So now instead of having 
alternate tendencies of inflation and 
deflation, we have inflation only—as 
deflation has been ruled out as anti- 
social on both a national and interna- 
tional plane. 


a Sharply Progressive Income 
e Taxes Reduce Savings: Income 
taxes have seriously reduced the ability 
to save of those in the upper income 
brackets, who have traditionally sup- 
plied most of the savings to finance our 
economy. Whether or not the neces- 
sary volume of savings can be derived 
from other groups in the population 
has yet to be fully demonstrated. An 
accumulation of real savings insuff- 
cient to meet capital demands is of 
course inflationary. 

Thus it will be observed that the 
major forces which made for that 
quite exceptional period of stable 
money, mainly in the last century, are 
no longer with us. These were a com- 
paratively peaceful world, balanced 
national budgets which were small in 
relation to national incomes, the feel- 
ing that nothing could be done or at 
least should be done by national gov 
ernments with respect to levels of 
prices and unemployment, the success 
ful working of the gold standard and 


402 





y I 
or 
oppos 
prodt 
whict 
per ce 
this f 
influe: 
tion? 
not b 
tainly 
as a p 
it to ¢ 
belong 
than c 
gradu: 
money 
event. 


UTILITY FINANCE AND REGULATION IN AN AGE OF INFLATION 





























Entrapment of Investors’ Dollars by Regulatory Curb 


oT adhere to the theory of original cost during an age of inflation 

is simply to imply that the real savings invested in utilities and 

the hours of work and abstinence from consuming, which such savings 

represent, will be progressively confiscated. To put it another way, a 

cheaper dollar invested in utility equities some time in the future would 

have the same claim on earnings then current as a much more valuable 
dollar previously invested.” 





the duty which it implied of each na- 
tion of living within its means. These 
have thoroughly and completely passed 
away, and their return is not soon pre- 
dicted even by the most optimistic. 


|" North America, at least, we have 
one powerful force working in the 
opposite direction—steadily increasing 
productivity. It was this force mainly 
which caused prices to drop about 30 
per cent between 1815-1914. But can 
this force alone offset all of the other 
influences working in the other direc- 
tion? Admittedly these influences can- 
not be measured quantitatively. Cer- 
tainly increasing production can act 
as a powerful brake on them. But for 
it to offset them completely seems to 
belong in the realm of hope rather 
than confident expectation. Long-term 
gradual further loss in the value of 
money therefore seems the more likely 
event. 
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We hope that this process will be 
gradual, and we must strive to keep 
it so—much more gradual than has 
been the case in recent years. During 
the last forty years our money has 
lost nearly two-thirds of its value. 
This is inflation compounded at the 
rate of 24 per cent a year. Much of 
this loss has been concentrated in the 
last twelve years, during which our 
money lost about 46 per cent of its 
value. This is inflation compounded at 
the rate of 54 per cent a year. In other 
words, a fixed dollar investment over 
this period would have to earn com- 
pound interest at the rate of 5} per 
cent in order to just maintain its real 
value, with a zero real rate of return. 
This is much too fast a rate of cur- 
rency depreciation, even for a people 
like ourselves whose faith in money 
dies hard. 

Just how fast can money be allowed 
to depreciate in value and still retain 
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the confidence of our people as a me- 
dium in which to define their longer- 
term savings? That is an interesting 
philosophical question which anyone 
is entitled to answer. My own opinion 
is that money can lose one-fourth of 
its value each generation (thirty 
years) and people will pretty well re- 
tain their faith in it. This is equivalent 
to a one per cent annual rate of 
depreciation. 

However, let its value be halved 
each generation (a 23 per cent annual 
depreciation rate), and after a couple 
of generations faith in its continuing 
value will be badly shaken. 


Savings Habits of Individuals 
Have Changed 


| Pgueonr yes enough has already hap- 


pened to radically change the 
savings habits of our people, particu- 
larly those of informed individuals 
who have complete freedom of choice 
in their investments. Influenced no 
doubt, partly by high taxes and arti- 
ficially low money rates, in addition 
to inflationary trends, such individuals 
have almost entirely deserted the cor- 
porate bond field in which they played 
such a large part a generation ago. 
They are increasingly uninterested in 
nonconvertible preferred stocks which 
offer merely a fixed dollar rate of re- 
turn and a fixed dollar price on re- 
demption, and no more. Those in the 
higher tax brackets still have a strong 
but probably decreasing interest in tax- 
exempt municipal bonds. The invest- 
ment interest of these people is today 
largely concentrated in media which 
offer some hedge against declining 
money value—mainly common stocks 
and real property. 
MAR. 27; 1952 


be market for corporate bonds, 
which used to be largely with in- 
dividuals, has become almost entirely 
institutionalized. Such bonds, if they 
are to be sold at all, must go largely 
to life insurance companies, pension 
funds, and other long-term institution- 
al investors. To a growing extent this 
has also become true of preferred stock 
issues, particularly those which con- 
tain no privilege to convert into com- 
mon stock. These institutions are at 
the present time largely restricted to 
fixed dollar securities by law or by the 
operating factors surrounding them. 
This is certainly true of the life in- 
surance companies, which are now by 
far the most important group of long- 
term institutional investors. They can 
afford to have only a small fraction 
of their funds invested in securities 
which must be carried at market 
values; namely, preferred and com- 
mon stocks and lower-grade bonds. To 
do otherwise would impose too great 
a potential drain on their surplus in 
the event of a severe decline in security 
markets. 

There are signs, however, that this 
situation is likely to undergo some 
change and that pension funds will 
probably provide the opening wedge. 
Incidentally, pension funds are now 
the most rapidly growing part of all 
institutional funds, whether they be 
individually controlled, controlled by 
a bank or trust company, by a govern- 
mental body, or by a life insurance 
company. Pension plans tend to be 
very long-term contracts, which may 
run for over half a century from the 
early years of an individual’s employ- 
ment into a very ripe old age. They 
are, therefore, particularly susceptible 
to changing money values. It is very 
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dificult for the individual or his em- 
ployer to compensate in the closing 
years of his employment, or after he 
has retired, for a severe shrinkage in 
the dollars contributed toward his 
pension in the early and middle years 
of his employment. 


 ipesatingae such leading corpora- 
tions as U. S. Steel recognize 
that it is not the purpose of a pension 
plan to provide the retired employee 
with a fixed number of dollars per 


e 


month, but rather to provide him with 
a scale of living which bears some 
decent relationship to that enjoyed 
during his employment. With this idea 
in view, they are planning to invest 
a substantial proportion of their pen- 
sion funds in common stocks and other 
equities, possibly up to one-third of 
total. While main reliance will still be 
placed on fixed dollar securities, the 
proportion placed in inflation resisting 
investments will be a major fraction, 
which seems likely to grow. 


TABLE I 


Consumers Price 
Cities 
00 


Index for 54 
1937 = 1 


1 Average of 1949, 50, 51. 
21951 only. 


Common Stock Aver- 
age Prices 
Standard and Poor’s 
Indexes 

1937 = 100 


365 31 
Industrials Utilities 
118 162 
127 190 
125 201 


193 
176 
137 
104 

94 


Note: Both consumers’ price indices and common stock average prices 
have been smoothed by taking five years’ running averages. 
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A pioneer in this line of thinking 
is the Teachers Insurance and Annu- 
ity Association of America, which 
provides pensions for university teach- 
ers. They have recently announced a 
new plan, under which an individual 
may elect that up to half of his pension 
fund contributions will be invested in 
common stocks and provide a variable 
dollar income on retirement, depend- 
ing to a large extent on the level of 
common stock prices. It seems quite 
likely that in the years immediately 
ahead others providing pension and 
retirement plans, including the life in- 
surance companies, will see fit to pro- 
vide their clients with some similar 
hedge against shrinking dollar values 
or run the risk of losing this business 
to those who are more adaptable. Col- 
lege teachers are not likely to remain 
the only individuals able to purchase 
pensions which provide at least a lim- 
ited hedge against inflation. 

It simply does not make sense that 
informed individuals will always be 
willing to turn their savings over to 
institutions to invest in media which 
they consider undesirable for their 
own direct investment. The extremely 
great popularity which investment 
trust shares have recently attained no 
doubt reflects the great public desire 
for some type of investment contract, 
with well-managed and diversified 
backing, which provides a hedge 
against shrinking money values. 


Impact on Public Utility Financing 


Ws does all of this imply for 
the public utilities, which have 
been accustomed to raise close to three- 
fourths of their total capital through 
the sale of fixed dollar securities— 
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bonds and preferred stocks—which 
now must be sold very largely to in- 
stitutions? I do not for a moment be- 
lieve that they are threatened with 
such a situation as exists in France, 
where extreme inflation has practically 
destroyed incentives to invest in fixed 
money securities. There only one bond 
issue has been floated since World 
War II. It was a 5 per cent govern- 
ment issue, containing the provision 
that if any issue were subsequently 
sold at a higher interest rate before 
1960, this higher rate would apply to 
the outstanding issue also. Even this 
single issue has largely sold at dis- 
counts since its issuance. 

Practically all funds used to finance 
the large postwar utility construction 
have come into the country via ECA, 
since there has been no internal source 
of capital. When one considers that in 
the pre-1914 era France was one of the 
principal capital-supplying countries 
in the world, with a population noted 
for its thrift and willingness to save 
and large foreign investments, the 
change wrought by inflation becomes 
the more striking. 


W: are certainly a very long way 
from developing any such situa- 
tion here. The supply of institutional 
funds willing to be invested in fixed 
dollar securities will probably remain 
large for an extended period. The 
present laws and rules governing both 
the investment and valuation of such 
funds are sufficient to insure this be- 
ing the case. However, it does seem 
likely that as time goes on such laws 
and rules will be changed to permit an 
increasing proportion of such institu- 
tional accumulations, on which our 
utilities now so heavily rely, to seek 
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TABLE II 


Net INCREASE oF NoNuTILITy INDUSTRIAL CORPORATIONS AFTER TAXES 
(Billions of Dollars) 


Corporate 


Net Income 


= 
I] 


Sales 


128.9 
108.6 
120.8 


135.2 


oe 


1 
1 
2 
1 
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Source: U. S. Department of Commerce. 





investment in equities as a hedge 
against cheapening money. In such 
event, the supply of funds for fixed 
dollar securities will be inclined to de- 
mand a higher rate of return. In spite 
of temporary declines in interest rates, 
the cheap money era seems about over, 
in view of inflation threat. 

The sale of preferred stocks of the 
traditional type, which are really fixed 
or limited return perpetuities, is likely 
to be increasingly difficult. This trend 
has already shown itself, for in the 
midst of a buoyant market for utility 
common stocks new preferred issues 
have been difficult to sell. The yields 
at which such issues have had to be 
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offered have trended away from bond 
and toward common stock yields. 


Inflation Renders Original Cost 
Valuation Confiscatory 


6 Be tables are presented with this 
article. Table I (page 405) pre- 
sents a statistical comparison between 
the trend of living costs and the price 
of industrial and public utility common 
stocks. These data indicate that the av- 
erage price of industrial stocks has fol- 
lowed in a rough sort of way the trends 
in the cost of living. Admittedly, the 
price of these stocks has undergone 
much wider swings than have living 
costs. In certain periods, such as the 
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early thirties and forties, industrial 
common stock prices had lagged be- 
hind the cost of living, but in the infla- 
tionary period following World War 
II they have overtaken living costs. 
On the basis of the record, they have 
proved to be the best inflation hedge 
available to the average person. In a 
period of rapidly increasing operat- 
ing costs and taxes, industrial corpo- 
rations have demonstrated an ability 
to fully pass on to the consumer these 
additional costs of doing business, so 
as to leave their profit margin, in rela- 
tion to their expanding sales, largely 
unimpaired. This is indicated by the 
data in Table II (page 407). 
However, as Table I also indicates, 
the average market price of public 
utility common stocks has failed by a 
wide margin to keep pace with the 
rising cost of living. While total pub- 
lic utility profits have increased by 75 
per cent during the last fifteen years, 
nevertheless the raising of new capital 
has caused such an increase in the num- 
ber of shares of stock outstanding that 
dollar earnings per share have in- 
creased only a little. Purchasers of 
utility stocks probably do so largely 
with the thought in mind of current 
income, not as an inflation hedge. 


|” jpontigs over the longer-term fu- 
ture, it seems likely that the utili- 
ties may find it both necessary and ex- 
pedient to raise a larger part of their 
capital through the sale of common 
stock. But if such stock is to compete 
with other stocks as a hedge against 
a cheapening dollar, it must offer more 
than a fixed dollar rate of return on 
the dollars originally invested in it. 
In the latter event a utility stock would 


be no more than a perpetuity with a 
ceiling over, but no floor under, its 
dollar rate of return. 

This brings us to the theory of 
original cost as a rate base for utilities. 
The basic assumption behind the the- 
ory of original cost is that over an ex- 
tended period money will tend to retain 
its value. This value would, of course, 
tend to fluctuate around some central 
point, but such fluctuations would not 
be around a line pointing downward. 

To adhere to the theory of original 
cost during an age of inflation is sim- 
ply to imply that the real savings in- 
vested in utilities and the hours of 
work and abstinence from consuming, 
which such savings represent, will be 
progressively confiscated. To put it 
another way, a cheaper dollar invested 
in utility equities some time in the 
future would have the same claim on 
earnings then current as a much more 
valuable dollar previously invested. 


iy such event, public utility common 
stocks will be ill-equipped to com- 
pete with other equities for funds 
which are seeking a haven of continu- 
ing real value. In order that they may 
do so, reproduction value must be 
given important and probably domi- 
nant consideration in utility rate base 
calculations in the era of cheapening 
money which we probably face. To 
hold the utilities to an original cost 
basis of rate base calculation under 
such circumstances would be equiva- 
lent to denying them access to that 
rapidly increasing mass of capital to 
which a fixed dollar rate of return, 
even if it be fairly generous, is less 
important than protection against a 
cheapening dollar. 
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Moving the Masses of ‘Tomorrow 
ParT I 


Can city transit stay on the surface and still move? Has 

America’s celebrated freedom of the highways become a mockery 

due to the lost motion and frustration caused by traffic paralysis? 

If so, America can pay its money and take its choice—restrict 
the private car or do away with transit. 


By GEORGE W. KEITH* 


“You may be riding to work in 
atomic-powered vehicles on special bus 
and streetcar expressways at rates of 
100 miles an hour, sooner than you 
think.” 

—Harvey L. Swirt, president, 
American Transit Association. 


Notes on Urban Transit, Circa 
1965 AD 


HE simultaneous development of 
[snes uranium” from sew- 

age sludge, and a new composi- 
tion metal, much lighter than alumi- 
num, to act as a shield against the heat 
of the new element, proved a savior to 
the mass transportation industry, for 
brevity herein called Transit. 

A “B-tomic” engine, in a case no 
larger than the average household 
bread box, gave a bus not only very 
cheap propulsion, but tremendous lift. 


*For personal note, see “Pages with the 
Editors.” 


The President of the United States 
came to Cincinnati to press a button 
and take the first ride on the first bus 
equipped with helicopter propellers. 

With Hollywood publicity, the cargo 
of notables left the terminus in West- 
wood, flanked by sound trucks, TV, 
and movie cameras. 

Traversing the usual right of way, 
ten blocks from the heart of the city, 
it turned into Washington Park and 
halted. 

Announcing that from there the bus 
would take to the air, the driver coun- 
seled those whose destination was 
nearer than 5th and Walnut, or who 
objected to flying, to leave the bus and 
use the Goodyear conveyor belt. 

The President merely smiled, and as 
no one budged, amidst the Oh’s and 
Ah’s of the thousands who filled the 
park’s roped-off space, the propellers 
whirled, and the bus made a rapid ver- 
tical ascent. 
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Rising to about 1,000 feet, as necks 
craned and eyes strained, the heli-bus 
took off in a southeasterly course to- 
ward Government Square. 

In about three minutes, reaching its 
objective, it halted, hovered an instant, 
then descended and lighted, as gently 
as a pigeon, as ear-splitting cheers rose 
from the throng-packed square. 


e those three minutes the accumula- 
tion of years of impeding traffic 
had been overcome by the first bus seen 
on downtown streets for many months, 
having been supplanted by conveyor 
belts! 

Passengers leaving the bus at Wash- 
ington Park would have found escala- 
tors to carry them up ten feet to the 
Goodyear cars, erected above the side- 
walk on 12th street; no waiting, and 
25 cars a minute! 

Traveling 12th to Vine, to 4th, to 
Race, to 12th to the park, every two 
blocks they’d find loading and unload- 
ing platforms, with escalators up and 
down to the sidewalk. 

These platforms, actually moving 
walks, were geared to about 137 steps 
per minute; as the cars approached 
them, or left, they also moved at the 
same rate, obviating any foreign sen- 
sation to persons embarking or de- 
barking. 

When the completely enclosed, elec- 
trically operated cars had passed a 
loading platform they gathered speed 
of 15 miles per hour; the fare was 5 
cents, and you could ride as long as 
you wished. 

Erection of the belts had come about 
thus: The city’s streets originally had 
been laid out as cow paths in the hills, 
and as roads downtown on which to 
drive livestock from river boats; 
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hence, Broadway excepted, they were 
mostly very narrow. 

With this section built up closely 
there was very little widening possible 
to take care of the astounding increase 
in the number of autos, and little room 
for anything but private cars. 

As the situation became more acute 
hourly, council finally decreed that no 
transit vehicle could be driven within 
12th, Broadway, 3rd, and Central, 
with downtown merchants acquiesc- 
ing, hoping to exist on private car 
shoppers; transit riders must walk 
when busses reached the verboten 
limits. 


rN first it was treated as a joke, with 
newspapers extolling the bene- 
fits derived from walking; thousands 
who never had done so, took their cars 
downtown, parking any place they 
could squeeze in. The department 
stores enjoyed a harvest. 

Those without cars shopped by 
phone. Those with neither were just 
out of luck. Cincinnati was register- 
ing another first! 

Gradually, though, the novelty wore 
off; the first big rain left walkers 
soaked to the bone arriving at work 
or to shop. 

Domestic crises arose as wives in- 
sisted on using the family car to shop; 
husbands, forced to use transit for the 
first time in years, found no balm in 
trudging in the proscribed area. 

Shopping by phone, the ladies dis- 
covered, is not shopping; too much 
take it, or leave it; no joy, no thrill at 
sight and touch of a coveted purchase; 
no sudden, pleasureable meeting with 
old friends. 

Ten-cent stores and restaurants felt 
the pinch first ; their business depended 
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greatly on transit riders who shopped 
and lunched. 

Specialty stores took a terrific beat- 
ing, to use a trade term; then depart- 
ment stores’ receipts dipped as violent- 
ly as they had curved upward. 

Letters to editors came in thousands, 
instead of being confined to the few 
regular cranks, 

Finally, the swelling roar of indig- 
nant husbands, sans autos, rain- 
drenched walkers, and pocketbook- 
stricken store owners reached the hal- 
lowed halls of city council, most of 
whose members wished they were back 
practicing law. 

Then, after many rather confused 
meetings of that well-intentioned body, 
the Ford Foundation offered to ad- 
vance funds to erect the Goodyear belt 
cars, as a possible solution to the prob- 
lem, but which meant adding a nickel 
to the fare in order to reach down- 
town. 


ppm sere through that great 
good fortune which sends us 
Americans means to meet emergencies, 
the B-tomic power and new metal ar- 
rived on the scene. 

Now, with the initial run and flight 
a success, without an increase in fare 
—possibly a cut, later—department 
stores begged to have their roofs con- 


verted into landing places for heli- 
busses. 

Traffic congestion, as far as transit 
was concerned, was solved, and truck 
builders arranged immediately to con- 
vert these vehicles to B-power, under 
rigid regulations, to use the air only in 
certain areas to avoid surface conges- 
tion. 

Private cars were forbidden to use 
the new power, as their regulation 
would be impossible, but since there 
were no trucks or transit cars to com- 
pete with, more and more private cars 
cluttered the streets, parked in every 
nook and cranny ; it seemed only a mat- 
ter of hours before council would be 
driven to protect them from them- 
selves! A situation which left transit 
brass chuckling, if not chortling. 


Back to Earth at Three Miles an Hour, 
1952! 


r is hoped this not impossible, not 
improbable fable will call attention 
to the need for a change in mass trans- 
portation facilities by at least partial 
diversion from the surface of down- 
town streets before calamity overtakes 
our cities. 

For, a qualified expert told me, 
transit faces insolvency. Increased 
fares, inflation, higher wages, mount- 
ing cost of equipment and materials, 


= 


streets and highways. Remember, these streets and high- 


g “It is estimated there will soon be 50,000,000 autos on our 


ways were built more than twenty years ago, to carry one- 
fifth that many vehicles! Something concrete .. .%s being 
done about this—done with public funds; fifteen states 
either have superhighways, or are building them, to care 
for the 50,000,000. But practically nothing is being done for 
the 17 billion trip riders of public transit vehicles, which 


serve our cities...” 
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traffic congestion, and parking, all con- 
tribute to increasing operating costs; 
and the amazing increase in automo- 
bile travel has proved an almost crip- 
pling handicap to transit as now con- 
ceived and operated. 

Helicopter busses may sound far- 
fetched, but the idea was suggested by 
Guy C. Hecker, executive manager of 
the American Transit Association, 
New York, when I put the question to 
him, “How Best May the Mass Trans- 
portation of a City’s People Be Han- 
dled ?” 

“Perhaps a Wright brother is 
needed,” he said, when I suggested 
possible use of atomic energy, “to cre- 
ate something revolutionary.” 

This, or rocket power, he added, 
might prove a great panacea to public 
travel, if it should be developed. But, 
any high-speed travel of public transit 
must necessarily be restricted to sub- 
ways, overheads, or some such form 
of private right of way to avoid col- 
lision with slower traffic. 

Since subways and elevateds cost 
too much money for the average city, 
private rights of way are unfeasible 
in built-up cities, roof hopping, as sug- 
gested in the fable, may be the way out. 


AS for the belt cars, the Goodyear 
Tire & Rubber Company, Akron, 
is dickering with the city of New York 
to connect Grand Central station with 
Times Square with just such a passen- 
ger conveyor as has been described, to 
replace present subway busses. 

The cheap fuel of the fable is pure 
fantasy, but some remarkable results 
may be expected from sewage sludge 
research work, it is reported. 

Colonel Sidney H. Bingham, chair- 
man of New York city’s Board of 
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Transportation, suggests, for motive 
power, “compressed air of great effi- 
ciency, or some other jet arrangement, 
without objectionable poisonous prod- 
ucts.” (For jets, see later.) 

“In order to change greatly our 
present modes of urban transit,” he 
said further, “we must be ready and 
willing to break decidedly with the 
past. Operators and passengers must be 
willing to try new ideas as they come 
along . . . Imagine reclining in your 
own plastic bullet-shaped push-button- 
operated vehicle. Speeding to work via 
a system of underground pneumatic 
tubes . . . out of the basement of your 
own home!” 

Bingham said the conveyor system 
for mass transportation is well worth 
watching, and may be the solution in 
a particular time and place. 

He predicts private autos may soon 
not be allowed in downtown areas dur- 
ing the day, except for specific reasons, 
and proposes exclusive rights of way 
for transit, taxis included, in these 
areas. 

Everybody in transit likes the last 
idea, and all say it is impossible of at- 
tainment; so, it is not altogether un- 
likely that private car forces could get 
transit barred instead, so powerful is 
the mass political persuasion of sheer 
numbers of auto licenses. 


T is estimated there will soon be 50,- 
000,000 autos on our streets and 

highways. Remember, these streets 
and highways were built more than 
twenty years ago, to carry one-fifth 
that many vehicles! 

Something concrete, if you will par- 
don the pun, is being done about this— 
done with public funds; fifteen states 
either have superhighways, or are 
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Relation of Traffic to Community Living 


W® are trying to solve the traffic question as though it were just 
one big thing; actually, it is several big things, and a multitude of 
little ones. To the innocent bystander the four most important phases, 
mass transportation, private cars, parking, and trucking should be 
tackled first, and one at a time. But, which first? Logic brings one to 
the conclusion that, since in transit more people are involved than in 
all other categories combined, mass transportation should be first; every 
car owner, parker, or trucker may use transit regularly or sporadically, 
but every bus rider does not drive a car, park one, or own or drive 
a truck.” 





building them, to care for the 50,000,- 
000. But practically nothing is being 
done for the 17 billion trip riders of 
public transit vehicles, which serve our 
cities, carrying the red corpuscles in 
the blood stream to their very hearts! 
In Los Angeles it has taken nearly 
four years for the legislature to enact 
a law permitting the Rapid Transit 
Action Group in that city to construct 
a monorail system in connection with 
acontemplated freeway for autos. 
Trains, suspended from single rails, 
supported by towers in the Los Angeles 
tiver bed, center strips of freeways, or 
along freight railroads, were proposed. 
The trains would be boarded by way 
of escalators, with a promise of low 
fares, safety, and fast movement. 
Construction would be financed by 
revenue bonds, and handled by a 7-man 
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authority, appointed by the governor. 
However, K. Charles Bean, chief engi- 
neer and general manager of public 
utilities and transportation for the city, 
said no monorail was now being con- 
sidered for Los Angeles, as he had no 
information to “show conclusively that 
monorail is better or more desirable 
than other rapid transit.” 


pana then a new idea has been ad- 
vanced, not only for the Los An- 
geles area, but for New York, Vene- 
zuelan, and Brazilian cities. 

It is a railplane, with cars riding 
balanced on two rails, one on the 
ground, the other above the cars, 
eliminating the swing and sway of the 
monorail. Power comes from a third 
rail near the car roof, and may be 
either electrical, jet, or rocket. 
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The latter two forms would render 
a train a guided missile on noiseless 
car wheels, with cars of very light 
aluminum and magnesium. 

Double tracks, 15 feet above the sur- 
face, would serve to do away with 
grade grossing, allowing clearance for 
the largest auto trucks. These tracks 
would be built first, it is hoped, over 
Pacific Electric’s right of way, with 
private capital and complete local con- 
trol. 

Trains could develop 150 miles per 
hour where stops are ten miles apart, 
it is said by John A. Hastings, trans- 
portation authority, sponsor with 
Ayres Houghtelling, New York en- 
gineer, who is associated with Carl 
Weber, who built Germany’s first 
monorail. 

However, we are concerned with 
traffic congestion in our downtown 
cities, not with getting people into and 
out of cities, and rapid transit and ex- 
press freeways are for the wide-open 
spaces. 

Walter H. Blucher, executive direc- 
tor of the American Society of Plan- 
ning Officials, said, in a recent article, 
he was willing to stake his reputation 
that freeways would not solve the 
traffic and transportation problems of 
any community. 

“. .. in my opinion (expressways ) 
will increase the traffic . . . and park- 
ing problem(s) ... and... in anum- 
ber of communities, encourage decen- 
tralization of the central areas.” 


wee poses an interesting prob- 
lem : Why build expressways and 
rapid transit for large cities, when, in 
the opinion of many who know, large 
cities, as such, are doomed by traffic 
congestion, unless immediate steps are 
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taken to prevent this catastrophe? 

Said Blucher, “There has been too 
much thinking about the movement of 
automobiles, rather than the move- 
ment of human beings. . . . We could 
facilitate movement through improved 
mass transportation . . . if we gave 
(it) a chance. . . . We insist on bet- 
ter mass transportation . . . while we 
are at the same time spending public 
funds to provide competitive facilities, 
which make improved mass transpor- 
tation impossible.” 

This, in a nutshell, states the dilem- 
ma most admirably, in the face of as- 
tounding political and public apathy, 
amounting to disdain for transit. 

“T am just a public transit operator,” 
Powell C. Groner, president of the 
Kansas City Public Service Company, 
told a planners’ group, facetiously 
truthful. “To every motorist, to many 
of the average citizenry, and some- 
times, I suspect, to the community 
planners, we are looked upon as some- 
what of a nuisance—at least until a 
strike or some other difficulty causes a 
cessation of transit service.” 

Indeed, an “eminent” planner was 
heard to observe, not long ago, “If we 
could just get rid of those damned 
busses, our problems would be solved!” 


HOSE who would decline to shed 

even a tear for the passing of 
busses from the urban picture, might 
well spill copious ones at the junking 
of huge downtown office buildings and 
department stores, which it is predicted 
is what would happen as sure as night 
follows day. 

Which makes the health and pros- 
perity of transit everybody’s concern. 
But where lies the solution? In con- 
veyor belts, as in the fable, and as Har- 
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old Von Thaden, vice president of 
Hewitt-Robins, Inc., thinks ? 

“The movement of both people and 
vehicles through the streets is becom- 
ing a problem in materials handling,” 
he said in an address. “Big cities should 
employ materials’ handling engineers 
... Conveyor systems to move people 
about could be installed at less cost than 
subways, and would prove much 
cheaper to maintain and operate.” 

His concern builds these conveyors ; 
Thomas Robins, Sr., present head, 
with Thomas Edison, first used this 
method in coal mining about sixty 
years ago. Today there are 1,000 miles 
of conveyors in mines, and 4,000 more 
miles badly needed. 

The $200,000,000 industry has lifted 
the faces of five continents, spanned 
rivers, tunneled through mountains, 
and reached out under the seas. 

Conveyors unload ships, and effi- 
ciently move materials in the steel in- 
dustry. Ninety-seven per cent of soft 
coal is mined this way and 60 per cent 
so loaded. 

Hanna Coal Company, division of 
Pittsburgh Consolidated, will use a 
subterranean 31-inch rubber conveyor, 
three and a half miles long at its 
Georgetown, Ohio, operation. The 
conveyor uses but 520 horsepower, it 
is claimed, as against a 3,000-horse- 
power locomotive and car, to move 250 
tons of coal per hour, 400 feet a min- 
ute, up a slope. 


yAN Bull Shoals dam in the Ozarks 
seven miles of belts run across 
rivers and through trees, winning out 
over a suggested temporary railroad, 
and an overhead bucket system, and a 
road for 20-ton trucks. 

The conveyor at a million and a 
quarter was cheaper by half a million 
than the road; dismantled, the con- 
veyor should bring a quarter-million in 
salvage. 

In Ohio a furore was caused by the 
proposal of H. B. Stewart, Jr., presi- 
dent of Akron, Canton & Youngstown 
Railroad to build a 130-mile, 72-inch 
endless rubber belt conveyor, mounted 
on 22-foot-high pillars, across country, 
over farms, highways, and railroads. 

Southbound it would carry ore, 
northbound coal, and link East Liver- 
pool with Lorain, with spurs to Cleve- 
land and Youngstown, at a 60 per cent 
reduction in hauling costs, and savings 
to shippers of from $20,000,000 to 
$45,000,000 a year. 

Goodyear Tire & Rubber Company, 
Akron, and Link Belt Company, Chi- 
cago, would co-operate in the erection, 
which is being opposed by the rail- 
roads, which estimate losing $116,- 
000,000 yearly, and that 15,000 men 
will lose their jobs if the project is per- 
mitted. 

Republic Steel, Youngstown Sheet 
& Tube, and Ohio Edison endorse the 
scheme, as do CIO and AFL, while 
BRE unions, and the eleven roads, 
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higher wages, mounting cost of equipment and materials, 


q “.. . transit faces insolvency. Increased fares, inflation, 


traffic congestion, and parking, all contribute to increasing 


operating costs; and the amazing increase in automobile 
travel has proved an almost crippling handicap to transit as 
now conceived and operated.” 
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other than AC&Y, are against it. 


6 ho statistics on materials han- 
dling should serve to underscore 
the important rise in popularity and 
diversity of uses for conveyors, and 
underscore what Von Thaden said 
about handling people in “the loop of 
the future. . . . people may be trans- 
ported like so many cans of soup in a 
factory.” (No disparagement of hu- 
manity intended. ) 

Too, the anomaly of a railroad man 
wanting to supplement rails with con- 
veyors versus all other roads, and one 
set of unionists against another, should 
illustrate the complexity of solving the 
transportation problem, without great 
injury to anyone. 

Together these things demonstrate 
that an awakening is taking place as 
to the inadequacy of today’s facilities 
to cope with the rapid advances in the 
industrial world. 

While the Ohio general assembly 
ponders whether or not to grant emi- 
nent domain to the belts, let us exam- 
ine the question “How Best May the 
Mass Transportation of a City’s Peo- 
ple Be Handled ?” from the standpoint 
of the average American city of less 
than a million people. 

These have very little money to 
spend on elevated and subway struc- 
tures ; many are in the red. 

But, they are not lacking in brains 
and common sense, which could 
smooth inexpensively many of the 
rough edges. We do not seem to be 
using our ingenuity to the best advan- 
tage. 

For, while everybody agrees on traf- 
fic congestion as our cities’ chief head- 
ache, we follow the example of the 
man who “jumped on his horse, and 
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rode off in all directions.” Change 
“horse” to “jalopy,” and the metaphor 
is cruelly apt. 


W: are trying to solve the traffic 
question as though it were just 


one big thing ; actually, it is several big 
things, and a multitude of little ones. 

To the innocent bystander the four 
most important phases, mass transpor- 
tation, private cars, parking, and truck- 
ing should be tackled first, and one at 
a time. 

But, which first? 

Logic brings one to the conclusion 
that, since in transit more people are 
involved than in all other categories 
combined, mass transportation should 
be first; every car owner, parker, or 
trucker may use transit regularly or 
sporadically, but every bus rider does 
not drive a car, park one, or own or 
drive a truck. Ergo, good transit is 
everybody’s business, including the 
downtown merchant. 

Everybody queried agreed to the 
one at a time theory, but all were either 
too polite, too cautious, or afraid to 
champion the cause of the “stepchild,” 
as Powell Groner calls it, even to the 
raising of the question, “Is public 
transit necessary?” 


S. News AND Wor~LD REPORT 

* printed a pretty normal picture 

of conditions in Detroit during the re- 

cent 59-day strike, and the unthinking 

are predicting the abandonment of 

transit after the 3-day Washington 

strike, and the “survival” of Detroit 
without cars and busses. 

Passenger Transport, ATA organ, 
deplored this attitude, saying in part, 
“Conveniently they ignore the incon- 
venience suffered by the public, and the 
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44 per cent rise in traffic accidents... 
over the same period a year ago. Also 
unmentioned . . . the city’s merchants 
who felt the loss of thousands of cus- 
tomers each day . . . the Detroit base- 
ball team played to an unprecedented 
number of empty seats . . . In Wash- 
ington, Pennsylvania avenue was 
jammed with autos, permitted to park 
diagonally across idle streetcar tracks 
in the center of the street.” 

It was a picture of utter futility, in- 
deed, and when you learn that there 
were four policemen on every corner 
in Detroit, directing traffic ; that police 
worked twelve hours a day, and vaca- 
tions abandoned; that amusement re- 
ceipts and even doctors’ office calls 
were way down, you realize a virtual 
state of siege existed because of lack 
of transit. 

Is this the kind of condition you 
would want in your city, day after day, 
if there were no transit? 


at iotetagr than half a dozen Ameri- 
can cities of more than 25,000 
have found themselves able to get along 
without any public transportation serv- 
ice,” says John Anderson Miller, trans- 
portation consultant, in the magazine, 
American City. 

He also stated the dream of millions 
of a paradise wherein everybody rides 
to work in his own car over networks 
of superhighways is just that—a 
dream. 

Street improvements for this would 
be far beyond the pocketbooks of most 
cities; ground space would be inade- 
quate, as parking space roughly equals 


working space, as an acre of factory, 
one floor, needs an acre to park, if all 
workers used their own cars. A 10- 
story office building needs a 10-story 
garage; half the ground space of in- 
dustrial and business areas would be 
needed for parking. 

Cities, he concluded, will, as in the 
past, continue to need good transit, 
agreeing with Robert F. Wagner, Jr., 
president of the Borough of Manhat- 
tan, when he told The New York 
Times, “I think we should face square- 
ly the fact that the city has a definite 
interest in the maintenance of an effec- 
tive system of mass transportation.” 

City Manager C. A. Harrell, of Nor- 
folk, Virginia, added an amen to this 
in Traffic Quarterly recently. He 
wrote, in part, “the most fruitful ap- 
proaches to future traffic problems are 
emphasis on mass transit.” 


peer up the case for transit, 
ATA’s Guy Hecker told this re- 
porter, “It is the belief of some of the 
country’s ablest city planners that, un- 
less the downtown business areas of 
our large cities are made more accessi- 
ble through greater use of public trans- 
portation, they will inevitably decay— 
thus destroying the high base areas of 
the city and bringing financial woes to 
the city treasury, as well as to investors 
in those downtown properties. If the 
situation is allowed to deteriorate to 
that point, the great downtown stores 
will cease to exist and, instead, they 
will be broken up into small units in 
various trading centers in the outskirts 
of cities.” 








How Does the Electric Utility 
Stand with the Public Today? 


The electric utility industry has come a long way since the troublesome 
days of the early thirties in regaining the confidence of the public for a 
job well done. But a good deal of damage was done in those times, 
under cover of necessary reform, to undermine the ability of the industry 
to cope with unfair attack from political quarters, Here is the story of 
how the industry has regrouped its forces and gone on the offensive 
to win and hold the respect and friendship of the American people. 


By J. E. LOISEAU* 
PRESIDENT, PUBLIC SERVICE COMPANY OF COLORADO 


ELUGED from day to day with 
D the many current problems 
confronting us in connection 
with the operation of the public utility 
business, it is sometimes difficult to 
back away sufficiently far to get a good 
perspective of the extremely important 
intangibles which dictate the future of 
this great public service industry. 
It is comparatively easy to maintain 
a good and adequate check on the 
tangible, physical, and financial aspects 
of the business through observation of 
physical properties, analysis of statis- 
tics, earning statements, and balance 
sheets, and the study of projections 
into the future. 
While these may be cause for con- 
siderable graying at the temples, it is 
*For additional personal note, see “Pages 
with the Editors.” 
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the vagueness and unpredictableness 
of the intangibles that really bring out 
the “silver threads among the gold.” 

These intangibles can all be summed 
up into two little words—“Public 
Opinion.” For the utility industry, this 
does not mean merely a mass nose- 
counting survey of the man on the 
street. It means the composite of vari- 
ous definite classes of opinion: em- 
ployees, investors, customers, legisla- 
tors, regulators, financiers—all just 
plain people. Abraham Lincoln once 
said that with public opinion nothing 
can fail—against public opinion noth- 
ing can succeed. 

Public opinion through the years 
has been a dominant force. It is per- 
haps more subject to molding in our 
age than in any other by reason of the 
modern press, the radio and television, 
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and many other means of communica- 
tion. The pressure to change men’s 
minds has its effect and this pressure is 
constant. The result is “Public Opin- 
ion.” Whether opinion or fact is more 
powerful is debatable, but opinion 
founded on fact must prevail over 
opinion founded on theory or false 
assumptions. 


8 peeves the utility industry cannot 
shirk its responsibility. It is essen- 
tial that we participate in the day-to- 
day process of opinion formation, by 
utilizing all of the avenues, methods, 
and possibilities at our command to 
present our facts and make clear our 
position. 

Let’s look back a few decades and 
recall from our own experience how 
the electric utility industry has fared 
in the opinion of the public as reflected 
in national legislation. In the early 
thirties, by reason of the unfavorable 
publicity originating with the Federal 
Trade Commission investigation of 
holding companies and the hearings 
attendant thereto, the electric utility 
industry became the “whipping boy” of 
the period. This situation developed 
notwithstanding the fact that the utili- 
ties were rendering a quality and 
abundance of service unapproached 
elsewhere in the world at prices lowest 
in history and constantly decreasing. 

These investigations, hearings, and 
legislative discussions covered a period 
of seven years from 1928 to 1935, 
when the Holding Company Act was 
finally passed. Then followed another 
five or more years of contest, litiga- 
tion, etc., during which this subject 
matter was constantly kept before the 
public. 

While the foregoing were primarily 
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holding company proceedings, they 
cast a shadow over the entire indus- 
try, operating as well as holding com- 
panies. This was inevitable because the 
vast majority of operating companies 
were owned in whole or in part by 
holding companies, and, naturally, they 
were involved. 


. is not my purpose to discuss here 
the pros and cons of this issue, but 
merely to bring out the fact that the 
entire industry was adversely affected, 
in the opinion of the public, by these 
proceedings. Public opinion was 
formed. The industry suffered as the 
result. 

During this entire period, with anti- 
utility people in the ascendancy, with 
holding company officials being more 
or less persona non grata in Washing- 
ton, with subsidiary company man- 
agements confining their activities to 
purely local operations, and with noth- 
ing resembling adequate representation 
in Washington, there developed an at- 
mosphere which—if not completely 
hostile to the industry—was at least 
definitely critical. The resultant effect 
was extremely detrimental to the mil- 
lions of customers served by private 
utility companies. The reason is that 
they became the victims of the so-called 
“preference clause” which discrimi- 
nates against them in the sale of power 
produced at Federal power projects— 
projects paid for with their taxes. In 
other words, they are being taxed to 
pay for a form of discrimination 
against themselves. 

It was during this period and in this 
atmosphere that the public power pro- 
ponents made their greatest forward 
strides. Avowed Socialists and other 
public power zealots such as the Carl 
MAR. 27, 1952 





PUBLIC UTILITIES FORTNIGHTLY 


Thompsons, the George Norrises, the 
Rankins, the Ickes, the Rauschen- 
bushes were all in positions of influ- 
ence and were working practically un- 
opposed for their objectives. The 
“preference clause,” which had been 
in existence for many years and ap- 
plied as intended, was broadened and 
written into every piece of legislation 
involving government power and ap- 
plied with bureaucratic interpretation 
never anticipated by the early enacting 
legislators. 

There came into existence power 
authorities, valley authorities, tax-free 
and subsidized electric competition, in- 
equitable and discriminatory tax laws, 
regulation with administrative power 
to issue orders having the full effect 
of statutory laws, legislation that 
opened the doors for the continuing 
fund, acquisition of existing utilities 
with government funds, etc. The list 
seems endless. 


| gb enumerate a few of the pieces 
of legislation enacted during this 
period, which, due to the inclusion of 
discriminatory sales conditions, ad- 
versely affected electric utilities and 
their customers. 

First of these was the Tennessee 
Valley Act of May 18, 1933. The con- 
sequence of this act with its TVA de- 
velopment has been well publicized. 
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Among other things, private compa- 
nies disappeared from Tennessee. 

The second piece of adverse legisla- 
tion was the National Industrial Re 
covery Act of June 16, 1933. It was 
under Title 2 of this act that money 
was allocated to the Army Engineers 
in 1933 to begin construction of the 
Bonneville dam and power plant, and 
in 1934 money was allocated to the 
Bureau of Reclamation to begin con- 
struction of the Grand Coulee. It was 
also under this act that money was 
provided to carry out the public power 
program in the state of Nebraska and 
many other smaller power develop- 
ments. Private electric companies dis- 
appeared in Nebraska. 

The next act of Congress of par- 
ticular significance to the utilities was 
the Bonneville Project Act of August 
20, 1937. This act is of significance 
because of marked changes from the 
so-called “preference clause” which 
had been incorporated in vari- 
ous Reclamation acts since 1906. One 
of these changes was that it reserved 
not less than 50 per cent of the electric 
energy produced for preference cus- 
tomers, and it went further and estab- 
lished the principle of withdrawal of 
energy from nonpreference customers. 
Private companies in the Pacific 
Northwest have been under constant 
pressure to become absorbed ever since. 


but opinion founded on fact must prevail over opinion 


q “WHETHER Opinion or fact is more powerful is debatable, 


founded on theory or false assumptions. Today the util- 
ity industry cannot shirk its responsibility. It is essential 
that we participate in the day-to-day process of opinion 
FORMATION, by utilizing all of the avenues, methods, and 
possibilities at our command to present our facts and make 


clear our position.” 
MAR. 27, 1952 
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On May 13, 1938, the Fort Peck 
Project Act became law. This act es- 
tablished the Bureau of Reclamation 
as the marketing agent for power pro- 
duced at this project, which was con- 
structed by the Army Engineers. The 
act gave the bureau powers in the mat- 
ter of construction of transmission 
lines and also contained the new pref- 
erence clause. 


fh» Reclamation Project Act of 
August 4, 1939, contains the most 
extensive statement on preferences in 
any general Reclamation legislation 
and consequently has remained the 
general standard since then. 

Executive Order No. 8526, dated 
August 26, 1940, designated the 
Bonneville Administrator, under the 
supervision of the Secretary of the In- 
terior, as the marketing agent for elec- 
tric power and energy generated at the 
Grand Coulee dam. 

Subsequently, this Administrator 
has become the marketing agent for 
all Federal power in the Pacific North- 
west. 

The Flood Control Act of Decem- 
ber 22, 1944, sets up the Secretary of 
Interior as the marketing agent for 
all electric power and energy produced 
at flood-control projects constructed 
by the Army Engineers. This act, of 
course, also contains the preference 
clause. Pursuant to the provisions of 
this act the Secretary of the Interior, 
by Order No. 2135 on November 21, 
1945, created the Southwestern Power 
Administration. Later, by Order No. 
2558, on March 21, 1950, he created 
the Southeastern Power Administra- 
tion. 

Then there developed the “continu- 
ing fund,” a self-replenishing purse 
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beyond the annual appropriation check 
of Congress, which has been used to 
promote the spread of public owner- 
ship operations. Bonneville obtained 
its original continuing fund in the 
Bonneville Act itself. The Southwest- 
ern Power Administration obtained its 
continuing fund in 1949 and the 
Southeastern Power Administration 
received its continuing fund last year. 


_ look at what has happened tax- 
wise: The electric energy tax 
came into being in 1932 in the form 
of a levy on commercial and domestic 
customers. In 1933 this tax was trans- 
ferred from customers to the vendor 
utilities and at the same time sales by 
government organizations were tax- 
exempt. 
The Revenue Act of 1941 in- 
creased the rate from 3 to 34 per cent. 
The World War II excess profits 
taxes were effective from 1940 to 
1945, inclusive. This law gave no con- 
sideration to the fact that public utili- 
ties already were regulated as to earn- 
ings. The effect was to tax a substan- 
tial part of normal or regulated earn- 
ings as though they were excess profits. 
Aside from the question of taxa- 
tion, all of this legislation deals with 
multipurpose governmental projects 
and the conditions surrounding the 
sale and transmission of electric power 
produced therefrom. Jt was not the au- 
thorization and building of the proj- 
ects which adversely affected the utili- 
ties, for similar projects such as the 
Hoover dam, without discriminatory 
sales conditions, can readily be fitted 
into our economy to the benefit of all. 
What we do find, however, is the 
entrenchment of the “preference 
clause.” From 1906 when the “pref- 


MAR, 27, 1952 





PUBLIC UTILITIES FORTNIGHTLY 





Twenty Years’ Progress in Public Relations 


¢ dd - decade from 1930 to 1940 ... may be viewed as the period of 

adverse public opinion with resultant power legislation. During 
the next decade, 1940 to 1950, we have witnessed the effect of the legisla- 
tion of the previous ten years and consequently we may gain an errone- 
ous impression as to progress of public power advocates. Let us keep in 
mind that only in recent years have the utilities had a co-ordinated na- 
tional program for telling their story. Keep in mind also that public 
opinion on national issues changes slowly and time is required for the 

reflection of this opinion in legislation.” 





erence clause” meant merely a prefer- 
ence to municipalities and governmen- 
tal agencies for consumptive use, but 
not for resale, the preference has been 
extended by law and departmental in- 
terpretation to mean preference for 
resale. It became the basis for the erec- 
tion of Federal transmission facilities 
with taxpayers’ money to carry out 
delivery of such “preference” power. 
Here is adverse legislation, adverse to 
the electric industry and discrimina- 
tory against the millions of customers 
it serves. 


V JuatT has been happening in the 
electric utility industry during or 


following these years of adverse de- 
velopments in Federal government 
policy? Since 1935 when the Holding 
Company Act was passed, many 
changes have taken place in this indus- 
try. resulting in almost a complete 
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change in top executive responsibility. 
Substantially all holding companies 
affected have disposed of their sub- 
sidiaries. The result is that where this 
top responsibility was heretofore cen- 
tered in a relatively few companies, 
with headquarters in the East, it has 
been scattered across the country and 
vested in literally hundreds of compa- 
nies operating at the grass roots. 
This top management responsibility 
is something quite different from the 
primary operating responsibility here- 
tofore delegated to subsidiary manage- 
ments. It not only includes responsi- 
bility for service but encompasses plan- 
ning, constructing, and financing. It 
imposes on local management the full 
responsibility for protection of prop- 
erty belonging to literally millions of 
investors. The discharge of this obli- 
gation alone compels interest and ac- 
tion on the part of present-day man- 
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agement to preserve that property 
against any and all forms of national- 
ization or socialization. 

The reflections of this shift in top 
responsibility began to be manifested 
in a national way in 1941, when the 
Electric Companies Advertising Pro- 
gram was initiated. Here was the first 
move to acquaint the public through 
national media, including the press and 
radio, with facts pertaining to the elec- 
tric industry. This was the first defen- 
sive move on a national basis made by 
the electric utilities. 

While World War II naturally up- 
set the normal trend of events from 
1941 to 1946, progress was still being 
made by public power advocates, as 
evidenced by the legislation already 
enumerated. On the other hand, there 
was a growing awareness of the stakes 
involved on the part of utility people 
as more local companies were called 
upon to assume top managerial respon- 
sibility by reason of their severance 
from holding companies. 


pesaee. 1945, just beforetheendof 
the war, the National Associationof 
Electric Companies, with headquarters 
in Washington, D. C., was formed. 
Through this instrumentality the in- 
dustry is kept informed on govern- 
mental rulings, legislative develop- 
ments, and decisions that have a bear- 
ing on our industry. This organization 
likewise functions as a clearing house 
or information center to see that fac- 
tual information is always available to 
legislators. 

In the years immediately following 
the war, utility leaders recognized a 
need for a broad informational and 
educational program at the grass roots, 
a field not occupied by an existing or- 


423 


ganization. After a full year of con- 
sideration, it was concluded to form a 
loosely knit Public Information Pro- 
gram commonly known as PIP. This 
organization came into being in Janu- 
ary, 1949, with only ten companies 
participating. It has subsequently 
grown to over 70 operating companies 
and its services temporarily extend to 
many more nonmember companies. 
Its activities are primarily directed 
to employees, customers, stockholders, 
and allied industries through the media 
of local operating companies, 

The decade from 1930 to 1940, 
therefore, may be viewed as the period 
of adverse public opinion with result- 
ant power legislation. 


URING the next decade, 1940 to 
1950, we have witnessed the ef- 
fect of the legislation of the previous 
ten years and consequently we may 
gain an erroneous impression as to 
progress of public power advocates. 
Let us keep in mind that only in recent 
years have the utilities had a co-ordi- 
nated national program for telling 
their story. Keep in mind also that 
public opinion on national issues 
changes slowly and time is required 
for the reflection of this opinion in 
legislation. 

We do have yardsticks by which we 
can measure our progress and that is 
from the surveys of public opinion that 
are being constantly made on a na- 
tional basis. Central Surveys, Inc., in 
its 1950 survey shows that 58 per cent 
of the people want Jess government 
ownership of electric power contrasted 
with 56 per cent in 1949, a 2 per cent 
gain in one year. Those wanting more 
government ownership of electric 
power decreased from 25 per cent in 
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1949 to 18 per cent in 1950, a decrease 
of 7 per cent, or more than one-fourth 
in one year. 

Opinion Research Corporation sur- 
veys show that the proportion of the 
public favoring Federal government 
ownership of electric power has de- 
creased from 18 per cent in 1943 to 
14 per cent in 1949, and only 10 per 
cent in 1951. 

There is also tangible evidence in 
legislative expression which is encour- 
aging. Following the creation of the 
Tennessee Valley Authority in 1933, 
repeated efforts have been made in 
Congress to establish other valley au- 
thorities. During the last few years the 
concentration has been on the Colum- 
bia Valley Authority, and more recent- 
ly (as the result of flood conditions) 
the Missouri Valley Authority. So far 
every effort to create additional au- 
thorities has been defeated. 


4 p~. attitude of Congress in deny- 
ing government appropriations 
for the construction of transmission 
lines where wheeling contracts are in 
existence is a definite curb. The In- 
terior Department appropriation law 
for the current fiscal (1952) year re- 
flects this and is likely to do so again 
during the coming (1953) fiscal year. 

Likewise, there are the restrictions 
and limitations on the use of the “con- 
tinuing funds” in the appropriations 
proposed for both the Southwestern 
and the Southeastern Power adminis- 
trations. These restrictions prohibit 
the use of continuing fund money for 
expansion purposes. 

Early last year the utility commis- 
sioners of ten western states met in 
Seattle and passed a resolution urging 
Congress to adopt a power policy that 
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would make power from Federal proj- 
ects “available to all citizens and users 
without discrimination.” In October of 
that same year, all of the state com- 
missions, at their national convention 
in Charleston, South Carolina, took 
similar action. 

In 1950 there was enacted a new 
Excess Profits Tax Law. This gave 
recognition to the regulated status of 
utilities and contains provisions ex- 
empting regulated earnings to the ex- 
tent of 6 per cent of the net money in- 
vested in the business, including bor- 
rowed capital. Contrasted with the 
former Excess Profits Tax Law, it has 
the aspect of fairness with respect to 
regulated utilities. The 1951 tax law 
contained a clause specifically repeal- 
ing the discriminatory 34 per cent 
electrical energy tax on private utili- 
ties. 


iy the foregoing I have not included 
the many important gains by in- 
dividual companies which have seen 
fit to challenge in Congress the public 
power proposals affecting their service 
areas. 

The day is past when public pow- 
er advocates win their objectives 
in Congress through sheer default of 
private power industry objection. 

Sometimes we are prone to expect 
results too quickly and perhaps with- 
out too much effort. Representative 
George Dondero of Michigan once re- 
marked in the House that “Today pref- 
erence has become the hub of the pub- 
lic power wheel.” Yet it has been only 
within the last two years that the un- 
fair discriminatory aspects of this 
Federal statutory policy have been 
brought to the forefront, notwith- 
standing the fact that herein lies the 
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seat of most of the industry’s trouble 
with government competition. 

An opinion survey in 1950 revealed 
that 89 per cent of electric companies’ 
stockholders and 98 per cent of their 
customers never heard of the prefer- 
ence clause! Obviously, there is much 
work to be done here. 

I have particularly stressed in this 
article the necessity of publicizing the 
inequities of the so-called “preference 
clause,” which should properly be 
named for what it is, the “discrimina- 
tion clause.” But I am fully aware of 
the necessity of carrying on the broad 
informational program with respect 
to our companies and our industry. 

The opposition is pouring forth vol- 
umes of propaganda advocating a 
spending program — something for 
nothing, subsidies for public power, 
tax-free and regulation-free. They are 


constantly making their bid for public 
opinion. 


I this struggle for public opinion, 
we are no longer on the defensive. 
Weare in the right ; we are defending 
our American Way of Life; we have 
taken the offensive. There is at our 
disposal an abundance of information 
with which to refute and expose the 
claims and proposals of those who 
would advocate another way of life. 

But all this ammunition will be to no 
avail if top management does not open 
the channels to employees, stockhold- 
ers, customers—the story simply must 
be told. When this is done I have no 
fear as to the outcome, for public 
opinion is all powerful, and public 
opinion founded on truth and fact will 
be reflected in the rules of the game 
under which we operate. 





Clarification of Salary Controls for 
Utility Professions 


Phy certain statements in a signed article which ap- 
peared in the January 31, 1952, issue of Pustic UTILITIES 
FortNnicHTLy, Joseph D. Cooper, executive director of the 
Salary Stabilization Board, has authorized the following ex- 
planatory statement: 

“The exemption from Salary Stabilization regulations for at- 
torneys applies to attorneys who are employed in a professional 
legal capacity by an attorney or firm of attorneys. Staff or house 
attorneys in the employ of a utility are not exempt and are 
treated under the regulations the same as other employees. 

“A physician in the employ of a utility company may be ex- 
empt if he is part of the staff of a licensed hospital, clinic, or like 
medical institution for the care of the sick or disabled which is 
operated by the utility. Otherwise, the staff or house physician 
is also subject to regulation the same as other employees. 

“These distinctions were made by the Congress in the De- 
fense Production Act of 1950, as amended. Except for this 
clarification of the statement on page 141 of the January 31st 
issue of the FoRTNIGHTLY, the other statements regarding the 
status of lawyers and physicians are correct. For full informa- 
tion, Interpretation No. 1 of September 28, 1951, should be 
consulted as the authoritative source of guidance.” 
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A Natural Gas Company Makes 
Young Friends 


An adventure in astute public relations was started more than 
a decade ago when an alert utility executive attended a Louisi- 
ana State Fair and watched the wholesome efforts of farm boys 
and girls to help themselves and others. Out of this experience 
has grown a valuable program whereby the utility encourages 
these young people and makes new friends in the process. 


By RALPH S. CHILD* 


PONSORSHIP of various activities 
S and programs for young people 

and their clubs—with awards of 
prizes and trips to participants—is 
generally accepted by American indus- 
trial firms as an important means of 
contributing directly to the education 
and leadership training of outstanding 
young people. There is scant news, 
therefore, in reporting that many large 
American industries during recent 
years have sponsored various youth 
activities on a local, and even on a 
national, basis. 

But it is news of considerable im- 
portance when an industrial enterprise 
develops a young people’s program 
which reaches not just a few top prize 
winners, but is so complete in its con- 
ception and planning that it touches 
directly or indirectly thousands of 


*Editorial staff, Pustic Utimirres Fort- 
NIGHTLY, 
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young people engaged in agricultural, 
livestock, and homemaking projects in 
the region where it operates. The im- 
pact of such a program in terms of 
leadership development, and its value 
in contributing to the future progress 
of an entire area of our country, simply 
cannot be calculated in dollars and 
cents. It is so large in its scope and 
has gained such wide acceptance that 
its value must be figured primarily in 
terms of building better citizenship. 


6 Bin idea of a farm youth program 
was conceived some ten years ago 
by N. C. McGowen, president of the 
United Gas companies. The idea was 
born under unusual circumstances, far 
removed from the complex operations 
of a company which is today the na- 
tion’s largest handler of natural gas. 

Mr. McGowen was an interested ob- 
server at a livestock auction ring at 
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the Louisiana State Fair in Shreve- 
port, headquarters city of the United 
Gas companies, when bidding was 
started on the prize-winning livestock 
shown by Louisiana boys and girls in 
the junior classes of the state exposi- 
tion. Bidding was brisk by packing 
house representatives, restaurant and 
hotel men, bankers, and utility execu- 
tives. That is, bidding was brisk so 
long as the livestock being auctioned 
came in the top prize-winning classi- 
fications. 

Listening to the bidding, McGowen 
was at first surprised and then alarmed 
that bid offers dropped from well 
above the going market price to below- 
market figures when the lesser prize- 
winning animals were offered for sale. 
The near-champions, representing in 
almost every case just as much work 
for the boys and girls exhibiting them 
as did the winning animals, neverthe- 
less received only desultory attention 
from the bidders. As often as not such 
animals brought prices below their ac- 
tual worth in the open market. 

While the youthful owners of such 
animals said nothing, it is certain that 
the expressions on their faces tele- 
graphed some of the heartbreak that 
must have gone along with the low 
returns received for their animals. 


| P gecre-sge to see a better price 
paid for all of the stock exhibited 
at the State Fair by the youngsters, 
and concerned with encouraging the 
nonwinning boys and girls to continue 
their livestock projects, Mr. McGowen 
and several friends at his suggestion 
started bidding up the prices. Other 
bidders caught the spirit of the occa- 
sion and by the close of the auction 
Mr. McGowen and his friends found 
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themselves the owners of a nice herd 
of baby beef animals. 

From that time, nearly a decade ago, 
no Louisiana State Fair auction has 
been without the spirited bidding of 
a group of Shreveport’s leading busi- 
nessmen who consistently ignore the 
top animals in the different classes, 
since they always sell for above-market 
prices, but bid against each other for 
the privilege of buying the nonprize 
winners at good prices. An interesting 
offshoot of this activity has been that 
each year a number of worthy charita- 
ble agencies in the Shreveport area 
enjoy gifts of hundreds of pounds of 
fine beef and pork. 

The greater and larger result of the 
Louisiana State Fair auction experi- 
ence was that it gave impetus to an 
already intense interest by the presi- 
dent of the United Gas companies in 
young people’s clubs and activities. It 
was inevitable that this interest should 
lead to a search for a way to give addi- 
tional encouragement to boys and girls 
who desired to compete in the junior 
classes of the agricultural, livestock, 
and homemaking classes of the Louisi- 
ana State Fair. 


| aoe to the opening of the state ex- 
position in the fall of 1942 United 
Gas announced that it would offer 
extra cash prizes equal to 50 per cent 
of the Louisiana State Fair premiums 
in all junior classes. This meant that 
every time a boy or girl won a dollar 
on an entrant in the junior division 
the company would pay an additional 
cash prize of fifty cents. 

As an indication of the manner in 
which this program works out, the 
company in 1950 paid nearly $4,000 
in additional prize money to 586 boys 
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and girls from 46 Louisiana parishes. 
Individual prize checks range from 
50 cents up to more than $75. 

“These additional cash awards given 
by United Gas,” says the secretary- 
manager of the Louisiana State Fair 
Association, “offer a great incentive 
each year to more and more of our 
farm youth to enter exhibits in the 
State Fair. In accomplishing this, 
these cash awards also make a direct 
contribution to the progress and de- 
velopment of a greater agriculture 
throughout our state.” 

This program in Louisiana, it should 
be hastily added, proved so successful 
during its first years of operation that 
an identical plan was extended in 1948 
to the Mississippi State Fair at Jack- 
son. 

A large percentage of the boys and 
girls entering exhibits in state fairs 
are members of 4-H clubs which are 
organized and conducted under the 
auspices of the various State Agricul- 
tural Extension Services. This fact led 
to another and even larger phase of the 
company’s farm youth activities. It 
was decided to expand and extend the 
program to embrace some of the im- 
portant activities of the 4-H clubs, 
with the objective of helping to build 
better citizens for the future. The first 
step in this direction was taken in 1948 
when a leadership program was inau- 
gurated for all the 4-H clubs in Louisi- 
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ana and Mississippi. The program was 
extended to Texas 4-H clubs in 1950. 


T= Louisiana Junior Leadership 
contest offers 128 trips (for one 
boy and one girl from each parish) 
to the State 4-H Club Junior Leader- 
ship Camp held annually at Camp 
Grant Walker near Alexandria, Lou- 
isiana; two trips (for one boy and one 
girl) to the National 4-H Club Con- 
gress in Chicago; and four trips (for 
two boys and two girls) to the Na- 
tional 4-H Club Camp in Washington, 
D. C. In addition, cash awards of $50 
and $25 are given to each of the first- 
and second-ranking 4-H clubs in the 
four Extension Service districts. 

The Louisiana program also offers 
special awards to older youth who con- 
tinue active 4-H Club work in each 
parish. Trips are awarded to one young 
man and one young woman in each 
parish to the State Leadership Camp 
at Camp Grant Walker, and the two 
outstanding young people are sent each 
year to the National Older Youth 
Camp at Jackson’s Mill, West Vir- 
ginia. 

The Mississippi 4-H Club program 
follows essentially the same pattern as 
the activity in Louisiana. Awards con- 
sist of 164 trips (for one boy and one 
girl from each county) to the Missis- 
sippi State 4-H Club Congress in 
Starkville; two trips (for one boy and 


1942 United Gas announced that it would offer extra cash 


g “Prior to the opening of the state exposition in the fall of 


prizes equal to 50 per cent of the Louisiana State Fair pre- 
miums in all junior classes. This meant that every time a 
boy or girl won a dollar on an entrant in the junior division 
the company would pay an additional cash prize of fifty 
cents.” 
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one girl) to the National 4-H Club 
Congress; four trips (for two boys 
and two girls) to the National 4-H 
Club Camp; 164 trips (for one boy 
and one girl from each county) to the 
4-H Junior Leaders conferences at 
Oxford and Wesson, Mississippi; and 
cash awards to the best 4-H County 
Council in each of the state’s five ex- 
tension districts. 

The Texas program offers trips to 
84 youths (three boys and three girls 
from each of the 14 Extension Serv- 
ice districts) to the Texas 4-H Club 
Junior Leadership Laboratory at Bas- 
trop; four trips to the National 4-H 
Club Camp; and two trips to the 
American Youth Foundation Leader- 
ship Training Camp at Shelby, Michi- 
gan. 


l ] stTED Gas presents each of the 


prize-winning boys and girls with 
an attractive certificate in recognition 
of their accomplishments. In most 
cases presentation ceremonies are held 
in the home communities of the young 
people with company district, division, 
and local managers participating. 
The announced purpose of these 
4-H Club programs, as stated in a 
4-page, 2-color folder, which is issued 
each year for distribution to the clubs 
and club members, is stated as follows : 
“To encourage older 4-H Club mem- 
bers to develop those leadership quali- 
ties that are essential to progress and 
wholesome community life, to hold the 
interest of older club members, to pro- 
duce leaders from the ranks of club 
members, to provide leadership assist- 
ance to adult leaders and agents, and 
to develop opportunities for service 
and helpfulness to others.” 
The programs at each of the camps 
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are under the general supervision of 
Extension Service personnel in the re- 
spective states in which the activity is 
sponsored. The boys and girls do a 
great deal of the planning and direct- 
ing of each day’s program. Outstand- 
ing speakers are invited to make talks. 
The general format is to divide the 
boys and girls into small groups with 
subjects of a public and current nature 
assigned for discussion. Following the 
small-group discussions, a general 
meeting is held in which representa- 
tives from the smaller groups expound 
the conclusions reached. 


I* Texas, particularly, the proce- 

dures and programs followed in the 
4-H camp are essentially the product 
of the efforts of the boys and girls 
themselves. The Texas 4-H Council, 
comprised of 28 members, represent- 
ing each of the state’s 14 Extension 
districts, meets several times a year and 
gives special attention to planning 
activities for the camp. At camp the 
youngsters demonstrate a high degree 
of leadership with each small group 
making its own decision with regard 
to its project for the camp period. On 
the final day of camp an “Achievement 
Day” program is held during which 
each group has opportunity of dem- 
onstrating the results of its activity 
during the week. 

In addition to arranging their own 
programs and developing their proj- 
ects, the Texas 4-H members also go 
a step further in gaining practical ex- 
perience by co-operating in the opera- 
tion of the kitchen and in the purchase 
of food for the week’s camp. 

Recreational periods, group games, 
swimming, “stunt nights,” and con- 
tests between the organized groups are 
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Utility Investment in Good Will—Junior Grade 


Ts — public good will is one of the primary objectives of any public 
relations program, it is immediately evident that the broad pro- 
gram of activity which United Gas conducts in the interest of the boys 
and girls of Louisiana, Texas, and Mississippi is outstanding in that 
regard. While United Gas naturally expects to receive a fair measure 
of ‘good-will return’ to justify its expenditures for the programs, one 
is at once convinced that of more importance is the value of the program 
as a means of helping to point the way toward greater personal accom- 
plishments for the boys and girls who participate in it.” 





phases of a well-rounded program for 
the week in all of the camps. 

This 4-H program is sponsored by 
United Gas in co-operation with the 
Extension Service of each of the 
states. All boys and girls who are mem- 
bers of 4-H clubs in Louisiana, Texas, 
and Mississippi are eligible for partici- 
pation. Winners of the various trips 
and awards are selected by Extension 
Service personnel on the basis of rec- 
ords kept and activities participated in 
during the year. Judging is based on a 
definite scoring system and each club 
member participating is required to 
meet certain minimum standards. 


seen public good will is one of the 
primary objectives of any public 
relations program, it is immediately 
evident that the broad program of 
activity which United Gas conducts in 
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the interest of the boys and girls of 
Louisiana, Texas, and Mississippi is 
outstanding in that regard. While 
United Gas naturally expects to receive 
a fair measure of “good-will return” 
to justify its expenditures for the pro- 
grams, one is at once convinced that 
of more importance is the value of the 
program as a means of helping to point 
the way toward greater personal ac- 
complishments for the boys and girls 
who participate in it. This point of 
view was succinctly expressed in a re- 
cent statement by President McGowen 
when he said: “If through our spon- 
sorship of 4-H programs we can guide 
even one boy or girl to a higher appre- 
ciation of the true American concepts 
of freedom—then our expenditures of 
time and money in these projects are 
accomplishing a fine purpose. The en- 
tire history and development of our 
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juntry have been based on a system of 
ndividual initiative and enterprise and 
scomplishment. 

“4-H boys and girls are constantly 
femonstrating what can be accom- 
ished through sincere application of 
individual talents in various club proj- 
«ts. I would like to see those talents 
continue to have free expression—to 
tain even greater goals for these 
young people and for their state and 
nation.” 


| gprery of letters come into the 

United Gas offices each year from 
Extension Service workers and from 
joys and girls who have participated 
a the program. 

R. O. Monosmith, Mississippi State 
H Club leader, wrote, “I would like 
0 tell you how very much the spon- 
ership of your firm is meaning to the 
4H Club program of Mississippi. 
@0ur 4-H junior leaders are beginning 
(assume a position of leadership that 
scomparable with any leadership pro- 
yam that I have observed among 
wults. There is a very decided growth 
nd development among these boys 
nd girls of a sense of responsibility 
iat is most gratifying.” 

Sue Kirkpatrick, a Mississippi 4-H 
(ub girl, wrote in 1949: “I just want 
0 tell you how much we farm boys 
ad girls appreciate what you and your 
ompany are doing for us. It is because 
ifthe faith that businessmen like you 
.. have in us and our 4-H organiza- 
ion that makes us aspire to higher 
lhings.”” 

Gene Moore of Ft. Necessity, Lou- 
sana, wrote on June 28, 1950: “It 
"as a great honor to attend National 
+H Club Camp—a greater honor to 
able to say that you represented 
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Louisiana and were sponsored by 
United Gas. 

“Our trip to Washington is but a 
memory. Yet it is a living experience 
—a memory one can never forget. ... 
It is with a sense of indebtedness that 
I thank United Gas for sponsoring my 
trip. I sincerely hope that my future 
leadership will prove that I was worthy 
of the confidence that you placed in 
me. Undoubtedly the program spon- 
sored by United Gas will be largely 
responsible for stimulating leadership 
to build a better Louisiana of tomor- 
row.” 

From Ruth Stephens of Dallas, 
Texas: “This trip is something that 
will be a part of my life, not for just 
the nineteen days I was gone, but for 
the many years ahead. It will help each 
and everyone of us (4-H Club mem- 
bers) to be better citizens ; and to have 
a better understanding of our respon- 
sibilities in the world we live in.” 


HE Houston (Texas) Post com- 
mented editorially : “Texas is for- 
tunate to have businessmen who real- 
ize that making their firms good citi- 
zens is at least as important as making 
money. A project reflecting such good 
citizenship is being carried on by the 
United Gas companies through spon- 
sorship of a Junior Leadership Train- 
ing Program. .. . It is an activity that 
will pay rich dividends in the future.” 
Another Texas daily, the San An- 
tonio Express, in commenting on this 
activity had this, among other things, 
to say of it : “United Gas Corporation 
is only one of several of the state and 
nation’s business firms which have 
become cognizant of the need of super- 
vised training and teaching of the 
youth of the nation in citizenship and 
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conservation of human and natural re- 
sources. It is a commendable under- 
taking on the part of these business 
organizations and one from which they 
are certain to reap rich rewards in 
years to come. 

“No town or city is too small nor too 
large not to have a program for its 
boys and girls adapted to the needs of 
the respective places. Business indi- 
viduals and firms might well emulate 
the example of the larger corporations 
such as United Gas in purchasing a 
share in Texas’ greatest crop.” 


gre ssp in the programs spon- 
sored by United Gas is not limited 
to boys and girls from those areas in 
Louisiana, Texas, and Mississippi 
where the company has active opera- 
tions. The programs are statewide and 
often the winners come from sections 
of the states where the company does 
not operate. The results are cumulative 


and long-lasting, and the program is 
making an imprint upon the agricul- 
ture and the way of life of farm and 
suburban families in the three states. 
The true value of the undertaking is 
reflected in terms of an improved agri- 
culture and a growing leadership and 
sense of responsibility among the thou- 
sands of boys and girls participating 
in the program each year. 

The entire activity serves as a back- 
drop for training in the finest princi- 
ples of good citizenship. It develops 
the highest sense of civic interest in 
the top 4-H boys and girls of each 
state. It develops leadership qualities 
and creates a sincere awareness on the 
part of the boys and girls of both the 
need and value of accepting their re- 
sponsibilities, and exerting their own 
initiative to make a real contribution 
to the future welfare and progress of 
their communities, states, and the 
nation. 








The Myth of the Federal Santa Claus 


cé 


HE states want to relieve themselves of as much of the 


cost-of-government burden as possible. The counties 
and cities want to relieve themselves of the burden and pass it on 
to the states, so that is the way it goes. Whenever the govern- 
ment makes direct doles to the people, those back home think 
that’s a gift to them, that they don’t have to pay it back. In many 
cases they will ask the Federal government to do something for 
them which they themselves have defeated in their local bond 
issue elections. They have the false impression that if they get 
it from Washington that’s so far removed from them that they 
don’t have to pay for it. If they get it from the county or city they 
know they will have their tax rate increased the next year.” 
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—Harry Fioop Byrp, 
U. S. Senator from Virginia. 
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Washington and the 
Utilities 


Interior Power Funds Trimmed 


CASUAL analysis of early reports of 
A action taken by the House Appro- 
priations Subcommittee, in charge of the 
Interior Department budget, indicates 
that public power project funds may be 
cut relatively deeper during the fiscal year 
1953 than they were during the current 
year, unless, of course, the Senate should 
restore some of the items piecemeal, as 
informer years. It was generally expected 
j that the House Appropriations Commit- 
tee as a whole would follow the recom- 
mendations of the subcommittee headed 
by Representative Kirwan (Democrat, 
Ohio) and that the House as a whole 
would make no important changes in the 
bill as reported to the floor. 

About a fifth of Interior’s requested 
budget (approximately $147,000,000) 
was apparently boiled away in the crucible 
of the subcommittee’s economy blasts. 
Except for Indian services, Reclamation 
Bureau took the heaviest jolt—nearly 16 
per cent of its over-all request for re- 
habilitation and construction ($195,000,- 
000) was trimmed off in committee. 

The general economy approach of “no 
new starts” will apparently block three 
important transmission line projects : (1) 
the controversial Bonneville-Shasta tie 
line; (2) the Yellowtail line in Montana ; 
(3) a western Minnesota public power 
network supply line linking, by a loop 
arrangement, Garrison and Randall dams 
on the Missouri river. However, the pro- 
posed Baker-LaGrande line ($1,173,000) 
seems likely to survive. 


peers other power agencies also 
face a fiscal year postponement of con- 
troversial line building for newly organ- 
zed Southeastern Power Administration. 
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Such controversial lines as the Green- 
wood, South Carolina, line and the Lang- 
ley Field line are still on the shelf. South- 
western Power Administration would 
get no funds earmarked for the purchase 
of steam plants or rental of transmis- 
sion lines for three co-ops in the Mis- 
souri area, because of pending litigation. 
(See Arkansas item below.) However, 
SWPA would be permitted to make con- 
tract payments to Oklahoma companies 
in carrying out proposed wheeling agree- 
ments. 

In view of earlier indications that there 
was no longer any need for continuing 
the so-called Keating amendment, the 
subcommittee’s decision to carry on this 
restrictive provision for another year was 
somewhat of a surprise. The Keating 
amendment restricts the use of funds ap- 
propriated to build lines in areas where 
wheeling contracts with private utilities 
can be obtained. Also likely to be con- 
tinued again is the economy amendment 
by Representative Jensen (Republican, 
Iowa) which would limit the replacement 
of personnel (in vacancies occurring dur- 
ing the coming fiscal year) to 90 per cent. 
Even the emergency request of Interior 
for permission to use water from the 
Palisades dam during the first five years 
of its operation, for hydroelectric produc- 
tion, would be denied by the House sub- 
committee in order to permit the use of 
such water immediately for irrigation 


purposes. 
¥ 


One Down on Super Co-ops 


. ho legality of the so-called 
“super co-op” loans by REA has 
been questioned for some time in Con- 
gress and the courts, a recent circuit court 
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decision in Pulaski county seems to be 
the first real setback for the REA-Interior 
alliance, whereby REA loans are made to 
co-op service organizations whose mem- 
bers are composed of operating REA co- 
ops, for the purpose of building generat- 
ing and transmission facilities which are 
either to be operated under long-term 
lease (and eventually bought) by Interior 
Department power agencies, or else the 
whole output is sold to the Federal agen- 
cy for resale to distributing co-ops. 


HE showdown in the Arkansas Case 

was the result of a complaint brought 
by the Southwestern Gas & Electric Com- 
pany and others against a commission 
certificate for the building of such super 
co-op facilities, ostensibly by the Arkan- 
sas Electric Co-operative Corporation. 
The arguments pro and con are familiar 
enough to those who have followed the 
course of the “super co-op” program of 
Federal REA. 

In general, critics claim that it is sim- 
ply an unlawful subterfuge for diverting 
appropriations by Congress to the Agri- 
culture Department (REA loans) in such 
a way as to wind up being used by the 
Interior Department power agencies to 
build facilities for which Congress would 
not directly appropriate funds for In- 
terior. Defenders of the program take the 
position that it is merely carrying out 
the intent of Congress to bring cheap and 
abundant power to the American farmer. 

In other words, they claim the oper- 
ating or distributing REA co-op, faced 
with a failure or inadequacy of wholesale 
supply from private power companies, 
can get such supply in no other way ex- 
cept by extending REA loans to a cen- 
tralized co-op organization acting as a 
wholesale producer and supplier for the 
distributing co-ops. The fact that these 
wholesale co-ops or co-op service organ- 
izations simply take the REA loan and 
build a plant, then turn over the plant or 
its output to an agency such as the South- 
western Power Administration, is dis- 
missed as an operating decision under 
managerial discretion. 
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¢ the Arkansas Case, the state public 
service commission had split two to 
one, on granting a certificate to the super 
co-op. But it was the dissenting opinion 
by Chairman Wood in that case which 
was essentially sustained by Arkansas 
Circuit Judge Guy Amsler—notably the 
following passage from Wood’s dissent- 
ing opinion, in Re Arkansas Electric Co- 
op Corp. (91 PUR NS 8): 


The conclusion is irresistible from 
the uncontradicted testimony that the 
proposed electric generating station and 
transmission lines are for the use and 
benefit of SWPA, that the carrying ca- 
pacity of the transmission system with 
additional points of connection which 
SWPA plans to make will be approxi- 
mately four and one-half times the pro- 
jected 1959 loads of the three co-opera- 
tives, and that the capacity of these 
lines in excess of the requirements of 
the distribution co-operatives will be 
used by SWPA to serve any customers 
whom it may choose to serve in north- 
west Arkansas and who will use elec- 
tric power and energy in wholesale 
quantities. 


The court found that the Arkansas 
super co-op was engaged in an unlawful 
arrangement under the Arkansas Co-op- 
erative Law, Act 342 (1937), on two 
grounds: (1) ultra vires on the part of 
the super co-op, in that Arkansas co-ops 
cannot accept as members either private 
companies or subagencies of the Federal 
government, so that the proposed service 
co-operative would not have legal power 
to sell its entire output to the Southwest- 
ern Power Administration, even though 
the latter would, in turn, sell and delive 
a wholesale supply to the other distribut- 
ing co-op members; (2) ultra vires on 
the part of the SWPA, the court found 
that SWPA authority is granted by Con- 
gress under § 5 of the Flood Control Act 
of 1944, and is confined to the sale of 
hydroelectric power. It does not in an 
way relate to steam power, nor give an 
power for the purchase and sale of stea 

wer. 

Whether the state co-op will appea 
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WASHINGTON AND THE UTILITIES 


Judge Amsler’s opinion to the Arkansas 
Supreme Court, may be a debatable ques- 
tion, since the SWPA (not being a party) 
is not in a position to take any appeal. 
Aside from that, there is to be considered 
the possible effect of this decision on 
somewhat parallel litigation now pending 
inthe U. S. District Court for the District 
of Columbia with respect to a super co-op 
setup in Missouri. 


> 


Highway Charges for Utility 
Lines 


LTHOUGH practically all of the earlier 
testimony before both Senate and 
House Public Works committees was 
favorable, opposition is looming to the 
bill by Senator McKellar (Democrat, 
Tennessee) to let the Federal govern- 
ment pay the expense of relocating pipe- 
lines, electric and telephone wires, and 
other utility facilities which have to be 
moved to construct Federal-aid high- 
ways. 

Testimony before the Senate commit- 
tee, in particular, featured support for the 
bill by such agencies as the American 
Public Power Association, Tennessee 
Valley Authority, and various leading 
municipalities operating their own utili- 
ties, including Nashville, Jacksonville, 
and Omaha. These agencies would like to 
share in Federal-aid benefits where their 
utility facilities must be relocated as an 
incident to Federal highway construction. 
Privately owned utilities, of course, would 
also benefit under similar circumstances. 

The main argument is that since rail- 
roads have long been given Federal aid 
to defray the expense of relocating rail- 
road lines due to highway construction, 
there is not much consistency in applying 
any different rule to the expense of neces- 
sary relocation of other types of utility 
facilities, whether publicly owned and op- 
erated or otherwise. 

But a number of state officials and Con- 
gressmen are apprehensive over the effect 
of such legislation on the progress of 
Federal-aid highway programs. Gover- 
nor Browning of Tennessee has called at- 
tention to the fact that road-building pro- 
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grams could be held up or hampered, and 
that even a consideration of the legislation 
by Congress already was having some 
such effect in his state. Congressmen 
from seasonal resort states such as Flori- 
da are particularly sensitive to any legis- 
lation which might divert Federal dollars 
from actual highway construction. Sena- 
tor Holland (Democrat, Florida), inci- 
dentally, is chairman of the subcommittee 
in charge of the bill. 


RITICS object that it is not clear 
whether the bill would provide 100 
per cent of relocation expense in all cases, 
since a lesser amount would be indicated 
under some circumstances where utilities 
would get positive operating advantages 
from the relocation. Another part of the 
bill which has drawn fire is a retroactive 
clause. Opponents say this is a “blank 
check” and nobody could even guess what 
it might eventually cost the Federal tax- 
payers. 

Prospects of progress seemed brighter 
in the House where similar drafts (HR 
6390 and HR 6697) to the McKellar 
Bill have been introduced by Repre- 
sentatives Dempsey (Democrat, New 
Mexico) and Davis (Democrat, Ten- 
nessee ). 

* 


Materials for St. Lawrence 


| _gpongpnse- of requirements for machin- 
ery and equipment in powerhouses, 
the approximate quantities of materials 
required for the building of the proposed 
St. Lawrence seaway and power project 
would include: 178,800 tons of steel, 
4,400 tons of copper, 7,630,000 barrels of 
cement, and 118,700,000 feet of lumber. 
The figures were supplied by G. Gordon 
McLeod, economist-secretary to the Ca- 
nadian Minister of Transport. 

The figures are based on a Canada- 
United States joint undertaking and in- 
clude the works in the international 
rapids section, in the upper lakes, and in 
the navigational developments of the 
Lachine section. McLeod told Canadians 
they would have to contribute at least 
half of this material. 
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Exchange Calls 
And Gossip 


AT&T Reports 


ELEPHONE service for defense con- 

tinued as the Bell system’s “task of 
first importance” with all such needs 
“promptly met” during 1951, Cleo F. 
Craig, president of American Telephone 
and Telegraph Company, stated in the 
company’s annual report issued recently 
to more than a million share owners. 
Craig said: 


Again in 1951, the Bell system ren- 
dered more service than in any pre- 
vious year. An even larger number of 
telephones was added than in 1950 or 
1949. Telephone conversations reached 
an all-time high. The system spent 
more than a billion dollars for new con- 
struction. Nevertheless, demand for 
service continued to run ahead of this 
tremendous building program, and the 
load on lines and switchboards in- 
creased as the year went on. 

The renewed upswing in demand, 
the pressing requirements of defense, 
and strict government allocation of 
materials have limited our ability to do 
everything we want to do. The need 
for increased amounts of raw materials, 
particularly copper, is being kept be- 
fore the National Production Author- 
ity. 

Earnings on capital in 1951 were 5.8 
per cent, compared with 6.1 per cent in 
1950. Consolidated net income of the Bell 
system amounted to $11.76 per share of 
AT&T stock, compared with $12.58 in 
1950. Net income of the American Com- 
pany by itself was $10.54 in 1951, com- 
pared with $10.40 for the previous year. 
A dividend of $9 per share was paid to 
share owners. 
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URING the year, the proportion of 
debt in Bell system capital was re- 
duced from about 48 per cent to about 
44 per cent. “It is important that this 
progress be continued,” Craig said. “Only 
a sound financial structure can support a 
fully dependable and improving telephone 
service, on the scale the nation needs and 
wants.” 

The pressure of increasing costs was 
reflected throughout the business in 1951. 
Operating taxes alone equaled $19.70 per 
share of AT&T stock. Total taxes paid 
by the Bell system, including taxes paid 
by customers, were equal to about $2.70 
per telephone per month, an increase of 
more than 65 cents a month in the last 
two years. 

“As long as costs continue to go up,” 
Craig pointed out, “increases in rates will 
continue to be needed. So far, rates on 
the average have increased less than five 
cents a day per telephone since 1940.” 
Stressing the direct connection between 
good earnings and good service, he said 
that “financial good health is the basis for 
real economy in rendering service, for it 
is this that enables the Bell system to in- 
vent, develop, finance, and install new 
and better facilities. These facilities im- 
prove service, partially offset rises in 
costs caused by inflation, and save the 
public money. 

Bell system employees increased by 
about 46,000 in 1951, numbering 648,500 
at the end of the year. Emphasizing the 
importance of the men and women in the 
business, Craig called them the Bell sys- 
tem’s greatest asset. He added, “They 
served the nation well in 1951. Their abil- 
ity and good spirit are the foundation for 
confidence in the years to come.” 
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EXCHANGE CALLS AND GOSSIP 


Union Shop in New Labor 
Contracts? 


RECENT recommendation by a presi- 
dential fact-finding board that the 
union shop be adopted in new railroad 
labor contracts was greeted with consider- 
able alarm in some quarters. The Wage 
Stabilization Board is already consider- 
ing a similar recommendation to apply 
to the steel and aircraft industries, If the 
board’s action should create a pattern for 
all industry, as some fear, the AFL-CIO 
rivalry to organize the communications 
workers will take oti added interest. 

As previously reported, the AFL Ex- 
ecutive Council meeting in Miami pledged 
its full support to the International 
Brotherhood of Electrical Workers 


(IBEW) in its fight to organize tele- 
phone workers, many of whom have al- 
ready been organized by the CIO-affili- 
ated Communications Workers of Amer- 
ica, which claims to have organized over 
300,000 members of the Bell telephone 
system. M. F, Darling was named to head 


IBEW’s organization drive and has the 
blessing of AFL President Green. The 
CIO union is presently engaged in ne- 
gotiating new contracts with the Bell sys- 
tem companies. 

The National Association of Manufac- 
turers attacked the presidential board’s 
recommendation as meaning that “Mil- 
lions of workers will be forced to join 
unions,” if the recommendation is adopted 
on an industry-wide basis. The NAM 
publication, Industry's View, stated that 
‘it is clear that the board is being sub- 
jected to increasing pressure to give 
union officials this potent weapon which 
would give them even greater power over 
the nation’s industrial workers.” 


> 


Transit Radio Issue 


N an unusually hilarious session, the 

U. S. Supreme Court early this month 
listened to arguments over the novel con- 
stitutional issue of whether it violates a 
citizen’s rights to have to listen to radio 
broadcasts in streetcars and busses. Pro- 
ponents and opponents of the music, news 
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and advertising broadcasts were subjected 
to a steady bombardment of questions 
from the bench during a lively 2-hour 
argument. 

The case involved transit radio only 
on Washington, D. C., busses and street- 
cars. But the decision may affect the fu- 
ture of similar broadcasts in at least ten 
other cities where the same system of pro- 
grams is in effect on public transporta- 
tion systems. 

Seldom has a case been presented in 
so informal an atmosphere before the Su- 
preme Court. The arguments were re- 
peatedly interrupted with laughter from 
courtroom spectators and from the bench. 
Paul M. Segal, representing the object- 
ing transit riders, argued that riders who 
do not like the broadcast are “a captive 
audience” which has no choice but to lis- 
ten to broadcasts over the transit loud- 
speaker or find some other means of trans- 
portation. He insisted that a constitu- 
tional right is at stake—“the right not to 
listen.” 

The attorneys for the Capital Transit 
Company and the District of Columbia 
Public Utilities Commission accused ob- 
jecting transit riders of coining “explo- 
sive labels” to back their complaints. The 
Court, he said, has no right to interfere 
because a minority objects. However, it 
was pointed out by Justice Frankfurter 
that a poll, cited by the company’s attor- 
ney as showing an “overwhelming ma- 
jority” in favor of the broadcasts, covered 
only 2,500 of several hundred thousand 
regular passengers. 


& 
Indiana Rate Case 


HE refusal of the Indiana commis- 

sion to recognize the reproduction 
cost value in fixing rates for the Indiana 
Bell Telephone Company has resulted in 
the commission’s order being set aside by 
the circuit court of Marion county, The 
company had asked for a rate increase of 
$10,162,000. The commission permitted 
an increase of only $730,000. The court’s 
order permits a rate increase of $6,973,- 
000, which is calculated to yield a return 
of 6 per cent on a “fair value” rate base 
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of $110,000,000. This rate base finding 
of the court fell between company evi- 
dence that the reproduction cost of its 
intrastate property was a little less than 
$135,000,000 and an estimated net orig- 
inal cost of $90,000,000. 

The court found that the difference be- 
tween “historical cost and current cost” 
means decline in the purchasing power 
of the dollar—whether a capital dollar or 
an income dollar—requiring an increase 
in the number of income dollars to pres- 
ent investors so as “to make them whole.” 
The court opinion added: 


... there will be a continuing demand 
for the expansion of the company’s 
services which can be met only by the 
investment of additional capital in new 
facilities at current levels or at higher 
levels of cost. As new instalments of 
capital have been committed to plain- 
tiff’s business, the earnings on succes- 
sive commitments have declined. The 
average earnings on the whole intra- 
state investment are too low and one 
reason why they are no worse than 
they are is because a considerable 
amount of older low-cost plant remains. 


Unless reversed on appeal, the court’s 
order prevents the commission from in- 
tervening with rates fixed by the court. 


> 


Relocation of Utility Facilities 


6 e Bell system, independent tele- 
phone companies, and other utilities 
are following with interest the progress 
of proposed legislation to amend the Fed- 
eral-aid Highway Act of 1944, which 
would have the Federal government pay 
the expense of relocating pipelines and 
electric and telephone wires when neces- 
sary for highway construction. Bills have 
been considered in both houses of Con- 
gress. Most of the discussion on the Mc- 
Kellar Bill (S 2585) has centered around 
the amount to be paid by the Federal gov- 
ernment and ona retroactive clause which 
many feel would constitute a “blank 
check.” It is not clear in the McKellar 
Bill whether the Federal government 
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would pay 100 per cent of the relocation 
expense in all cases. 

In the House version (HR 6697), 
introduced by Representative Davis 
(Democrat, Tennessee), the government 
would pay 50 per cent of the expense. 
The Davis Bill has received the whole- 
hearted support of the independent tele- 
phone companies. In a letter to the chair- 
man of the House Committee on Public 
Works, Clyde S. Bailey, executive vice 
president of the United States Independ- 
ent Telephone Association, listed specific 
reasons why the independent companies 
would like to see the bill reported favor- 
ably. An identical letter was sent to Sena- 
tor Holland (Democrat, Florida), chair- 
man of a subcommittee of the Senate 
Committee on Public Works. 


> 
REA Telephone Loan Program 


HE rural telephone loan program 

may get more money than requested 
in the President’s budget as a result of 
favorable hearings before the House Ap- 
propriations Subcommittee on Agricul- 
ture Department funds. The Rural Elec- 
trification Administration has asked for 
the round sum of $25,000,000 in new 
lending authority for its rural telephone 
loan program, according to testimony be- 
fore the House subcommittee. It now ap- 
pears that this amount will be approved 
by the committee, plus an additional $25,- 
000,000 to be made available on a “con- 
tingency” basis; 1t.e., at the call of the 
Secretary of Agriculture. The purpose of 
this reserve would be to let REA step up 
its rural telephone program, if present in- 
ternational tensions and material short- 
age conditions were eased to the point 
of permitting a resumption of more ex- 
tensive rural line construction. 

REA now has 202 employees working 
on its rural telephone loan program, as 
compared with about 400 working on its 
rural electrification program. The REA 
requested $8,425,000 to pay the salaries 
and expenses of all of these employees for 
the fiscal year 1953, hoping for a slight 
increase in personnel. However, the com- 
mittee is more likely to cut slightly. 
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Financial News 
and Comment 


By OWEN ELY 


Progress of Holding Company 
Integration 


| most notable progress in the field 
of holding company integration dur- 
ing the past year has been with Ameri- 
can & Foreign Power, whose second 
major recapitalization plan was finally 
consummated on February 29th after 
many years of litigation. The plan was 
expedited last year when committees rep- 
resenting several classes of security hold- 
ers agreed on a compromise plan, thus 
saving further SEC hearings and a pro- 
longed court fight. While “last-minute” 
attempts for a stay of the plan were made 
before the Federal court in Maine, the 
court required a bond of $300,000 for 
further proceedings which would delay 
the plan, and this proved a barrier to fur- 
ther appeals. 

There was the usual opportunity for 
arbitrage operations by Wall Street spe- 





DEPARTMENT INDEX 
Page 
Progress of Holding Company In- 
tegration 439 
Table—Current Yield Yardsticks . 441 
December Electric Utility Earnings 
Gained Sharply 
Chart—Selected Business Indicators 443 
Pre-emptive Rights 444 
Chart—More Homes Heat with Gas 445 
Tables — Financial Data on Gas, 
Telephone, Transit, and — 











439 


cialists. This usually involves sale of the 
new securities (which enjoy a when-is- 
sued over-counter market as soon as a 
Federal court order is signed) against 
purchase of the old securities, which are 
then turned in for exchange, the new 
securities subsequently being delivered 
against short contracts. This naturally 
tends to hold the price of the new securi- 
ties at a lower level temporarily; when 
the security exchanges are finally made 
this pressure is relieved and the new se- 
curities have a better opportunity to be- 
come “seasoned” marketwise. 


se market factor which permits 
profitable arbitrage transactions is 
the public’s preference for cheap stocks 
(as compared with high-priced preferred 
stocks with arrears), and also the small 
cash margin required in buying “when- 
issued” securities. This proved true in 
the case of American & Foreign Power 
senior preferred stocks versus the new 
common. 

But the old second preferred and com- 
mon stock (particularly the latter) were 
also low-priced issues, and hence re- 
mained excellent short sales right up to 
the time the plan was consummated. 
While the old common stock was obvi- 
ously worth only about 25 cents it re- 
mained a favorite speculative vehicle, 
holders evidently being either badly in- 
formed, or overhopeful that the plan 
would be sidetracked in favor of a new 
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one. The SEC could perhaps have done 
a public service by calling attention to the 
disparity between market price and break- 
up value under the plan. There was a 
substantial short interest, but technical 
handicaps prevented professional opera- 
tors from doing a reverse “arbitrage” job 
by selling the old and buying the new 
common, (Short selling can only be done 
on an “up-tick” in price, and loan 
premium rates and “buy-ins” must also 
be considered. ) 


5 po is, of course, always a remote 
chance that a stock which appears 
hopelessly “underwater” may revive. 
Thus Standard Gas & Electric was 
“thrown off” the Stock Exchange some 
years ago because it was assumed to be 
worthless, yet it was later restored and 
recently sold as high as 12. In defense 
of American & Foreign Power old com- 
mon it may be mentioned that, could the 
plan have been delayed indefinitely, there 
was always the chance that the company’s 
$100,000,000 investment in the Argen- 
tine (which now returns a negligible in- 
come) might be salvaged—should the 
Peron régime fall and the company ob- 
tain a settlement. Restoration of this 
investment would, of course, have been 
a great boon to both the second preferred 
and common stocks, and would doubtless 
have required substantial revision of the 
plan. 

The terms of the various security ex- 
changes finally worked out as follows: 


New Securities for Each 
Share of Old 
4.8% 


Deb. New 
1987 Cash** Common 


$7 Preferred . $90* $6.09597 4.0021 shares 


7 


Long-term Debt—Parent Deb. 5s of 2030 


$6 Preferred . $80* 
Second 


Common — 02 


5.41864 3.2032 
— 285 


*Face value. 
**6.7733 per cent interest on debentures since 
date of plan. 


While complete up-to-date information 
is not yet available, the system capital 
structure is estimated to be substantially 
as shown in the table below. 


MERICAN & FoREIGN POWER (new) 
opened on the New York Stock 
Exchange on Tuesday, March 4th, near- 
ly 43,000 shares being traded that day 
around 11. It seems a reasonable possi- 
bility that the $1 dividend rate mentioned 
in the SEC proceedings may be initiated 
in the next two or three months, although 
conditions now seem less favorable than 
at the time this rate was estimated by 
company officials. Pro forma share earn- 
ings on the new common stock reached 
$2.57 in the twelve months ended March 
31, 1951, but in the twelve months ended 
September 30th had receded to around 
$2.03 a share. Year-end figures are not 
yet available. 

In Brazil, where Foreign Power does 
about 28 per cent of its business, luxury 
imports last year resulted in a dollar 
shortage, and the exchange situation has 
become very tight. On January Ist Presi- 
dent Vargas issued drastic new regula- 
tions regarding remittances of profits to 
foreign companies. The management of 
American & Foreign Power felt that it 
was not affected, but other U. S. com- 
panies were much disturbed and there 
was a considerable outcry. As a result, 
Vargas appointed a 3-man committee to 
investigate the whole subject and in the 


Millions 


—Junior Deb. 4.80% of 1987 


—Subsidiary Cos, ........ 
Preferred Stock—Subsidiary Cos. ....... 


Minority Interest in Subsidiaries 
Common Stock Equity (7,152,711 shares) 
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meantime forbade any dollar remittances 
of profits to the United States. The chair- 
man of the new commission promptly 
left on a vacation, and it may be several 
months before the situation is eased. 
However, Foreign Power has probably 
been able to accumulate some cash in New 
York during the three years or more dur- 
ing which it has not paid preferred divi- 
dends. 

The price of the new 4.80 per cent 
debentures, currently around 72} on the 
Stock Exchange, compares with 874 for 
the old 5s. While they are a junior issue, 
and outstanding in somewhat larger 
amount, the much shorter maturity is a 
favorable factor. The spread between the 
two issues already has narrowed by a 
few points, and may be further reduced 
as time goes on. The junior issue seems 
to offer an attractive yield for foreign 
investors, who do not have to pay a 30 
per cent withholding tax because the 
company’s operations are in the foreign 
field. 


HE position of Electric Bond and 


Share has been strengthened by the 
recapitalization of Foreign Power. The 
value of its assets on a per share basis 
may now be estimated as follows: 


Marketable Securities 

Ebasco Services, Inc, Common .. 
United Gas Corp. Common 
American & Foreign Power Common 


Electric Bond and Share will continue 
to pay dividends in stock this year, but 
later is expected to go on a cash basis. 
The SEC staff favors disposal of the 
United Gas Corporation holdings, which 
now amount to about half the assets. It 
may be some time before a final decision 
is reached regarding the method of dis- 
posing of this holding, assuming that the 
order is not reversed in court procedure, 
etc. 

Such disposal would not affect Bond 
and Share’s theoretical ability to pay cash 
tax-free dividends over a period of per- 
haps thirty years, since its tax losses are 
based on the prices paid in the 1920's 
for its holdings of Foreign Power securi- 
ties—which losses are not disturbed by 
the current recapitalization. 


| gre ayer Hypro-E.Ectric re- 
cently had some hearings before the 
SEC. It will be recalled that the trustee, 
Bartholomew Brickley of Boston, some- 
time ago proposed to issue liquidating 
shares on the basis of 8 for each share of 
preferred and 1 for each share of com- 
mon, which plan was recently accepted by 
representatives of the preferred stock. 
However, the class A stockholders, led 
by P. H. Todd of Kalamazoo, Michigan, 
have been able to delay execution of this 
plan pending the development of various 
proposals to sell the properties of Eastern 
New York Power Corporation, a wholly 
owned hydroelectric subsidiary. 
Testimony at the recent hearings indi- 
cated that the trustee now has three firm 





U. S. Long-term Bonds—Taxable 
Utility —— 


Utility Preferred Stocks—High-grade 


Utility Common Stocks 





CURRENT YIELD YARDSTICKS 


—Medium-grade .. 


Latest available Moody indices are used for utility bonds and preferred stocks; Stand- 
ard & Poor’s indices for government bonds and utility common stocks. 


1951-52 Range 
High Low High 
2.75% 2.39% 

3.09 2.64 

3.18 2.70 

3.32 2.82 

3.58 3.21 

4.25 3.77 


471 4.19 
6.11 5.27 


1950 Range 
7 Low 
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offers for various parts of the hydro 
property, received from Niagara Mo- 
hawk Power, the city of Plattsburg, and 
a private group. On the basis of these 
offers Eastern New York could probably 
be liquidated for about $22,500,000, it is 
estimated, and after retiring $11,000,000 
debt and preferred stock there would be 
a net equity for International of about 
$11,500,000. According to The Wall 
Street Journal, this would make Inter- 
national’s total assets about $39,600,000, 
including its holdings of Gatineau and 
New England Electric, plus cash. 

The bank loan has now been reduced 
to $7,000,000 and the preferred stock 
claim aggregates about $15,900,000 so 
that $16,700,000 would remain for the A 
stock on a liquidating basis—about $20 a 
share compared with the current market 
around 17. However, class A stockhold- 
ers do not want to liquidate but to keep 
the company alive (after retiring senior 
securities) and pay tax-free dividends on 
the A stock, based on the large book loss 
on New England Electric stock. Whether 
they will be permitted to work out this 
program by the SEC remains indefinite. 


gr mp Gas & ELectric CoMPANY’S 
plan to retire the $7 and $6 prior pref- 
erence stocks has been proceeding before 
the staff of the SEC. Briefs were submit- 
ted by counsel for the company and the 
various groups of stockholders at the end 
of February, and reply briefs are due 
currently. Meanwhile, there has been con- 
siderable market interest in the company’s 
junior stocks, due to leverage effects of 
the general advance in public utility stock 


Est. Investment Value of Subsidiary 


Duquesne 


$26.00 
23.50 
26-31 
28.00 


Representing 


Company 
$6 & $7 Pref. 
$4 Pfd. 


Expert 
Augustus 
Reis 


Mackoul Common 


prices on estimated break-up values, 

Appraisals of the values of the three 
stocks included in the proposed package 
to be given each share of prior prefer- 
ence stock differed widely in the testi- 
mony of the four experts, as shown in 
table below. 

Estimates were made by three of the 
experts for the intrinsic values of the 
prior preference stocks, which compare 
as follows with the claim of $203: 


Indicated 
Amt. 
Per Share 
$7 Prior 
Pref* 
$188-194 


200 
196-200 


Total $7 and 
$6 Prior 
Preference 
(Millions) 


$87.2-89.5 
92.6 
90.3-92.3 


Augustus ... 
Reis 
Mackoul ... 


*Estimates based on figures in the first 
column. 


The four principal briefs, covering sev- 
eral hundred pages of statistical estimates 
and closely knit reasoning, furnish inter- 
esting examples of the art of appraising 
“investment value.” For example, it was 
pointed out in the brief filed by counsel 
for the prior preference stocks that stock- 
holders should be compensated in an 
amount between $3,261,000 and $4,174,- 
000 because dividends paid during the 
years 1947-51 were substantially less than 
they would have been on a “going con- 
cern” basis. 

Some of the estimates of future earn- 
ings appeared to be on the conservative 
side. Thus Mr. Reis estimated “reason- 
ably foreseeable earnings and dividends” 
for Duquesne at only $1.79 and $1.35, 


Corres. Est. 
Break-up Value 
Of $7 Prior 
Oklahoma Pref. Stock# 


$22.50 $195 
20.50 

26-30 
24.60 


Stocks 
Wisconsin 
$17.50 

16.00 


21-25 
19.50 


*Mr. Tatham developed a broader range of values for working purposes, depending on 
which year’s earnings are used, as follows: Duquesne, $24-31; Wisconsin, $17-25; and Okla- 


homa, $21-30. 


+ Based on average values of subsidiary stocks. . 
# Claim for value in liquidation plus dividend arrears is $202.90. 
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respectively, whereas the company is re- 
ported to have earned $1.99 in the cal- 
endar year 1951 and a dividend rate of 
$1.50 seems generally expected. 


On the other hand, Mr. Tatham placed 
primary weight on the management 
estimates of per share earnings forecast 
for 1953. On the basis of these earnings 
he determined for each of the three stocks 
the annual amount which he considered 
“normal distributable earnings.” To these 
earnings he applied a capitalization rate 
of 6.05 per cent. He emphasized, how- 
ever, that his estimates of distributable 
earnings were not a prediction of the divi- 
dends which would actually be paid in 
particular years, but rather an approxi- 
mation of the earnings which could rea- 
sonably be expected over the long-run 
future to be distributed to stockholders. 

Space is not available for further com- 
ment, but the reader is referred to the 
briefs and exhibits themselves for a more 
detailed picture of the statistical methods 
employed by the experts. It appears likely 
that, while the present plan applies di- 
rectly to the prior preference stocks, a 
statistical foundation is being laid for a 
subsequent plan dealing with the alloca- 
tion of the remaining assets between the 


$4 preferred and common stocks. It is 
possible that a compromise might be 
worked out between the junior stocks 
which would save a year or two’s litiga- 
tion. 


¥ 


December Electric Utility 
Earnings Gained Sharply 


ASED on advance figures for Decem- 
ber obtained from the Federal Pow- 
er Commission, the electric utilities made 
a remarkably good showing in that 
month, with net income 18.8 per cent over 
the same month of 1950. Revenues gained 
7.7 per cent while expenses increased 
only 3.3 per cent, depreciation 5.5 per 
cent, and taxes 13.3 per cent. The latter 
compared with increases of 21.2 per cent 
in October and November, and reflected 
the first full month of savings of the tax 
on electrical energy. Thus net electric 
operating revenues gained 15.7 per cent. 
With total income deductions up 14 per 
cent, net income gained 18.8 per cent, 
which compared with the increase in net 
plant account of 9.3 per cent. 
For the calendar year 1951 the show- 
ing was much less favorable, net income 
being down one-half of 1 per cent. Follow- 


= 


CURABLE MANUFACTURES 


TOTAL IWOUSTRIAL 
PROOUCTION 


1949 1960 195) i952 


Survey of Current Business (Commerce Department) 
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ing is a summary of the year’s trends 
compared with 1950: Average revenues 
per kilowatt hour declined for residential, 
commercial, and industrial services 
(though the trend for the two latter 
groups was reversed in December). The 
relative gains were as follows: 


Percentage Increase 
KWH Dollars 


Residential Service 13.4% 11.0% 
Commercial Service .... 11.7 8.8 
Industrial Service 12.6 10.7 





Total Sales and Reve- 
nues (Including Miscel- 


10.1% 9.3% 


For the year 1951 fuel costs increased 
13.7 per cent and salaries and wages 9.3 
per cent, but other expenses were up 
only 1 per cent (which seems a little diffi- 
cult to account for with costs of metals 
and other materials at such high levels). 
Depreciation gained 8.5 per cent and taxes 
20.9 per cent, so that total revenue deduc- 
tions were 11.2 per cent larger. Fortu- 
nately interest charges increased only 7.8 
per cent despite rising interest rates. The 
final result was a dip of .5 per cent in net 
income. 


] Ppa on preferred stocks in- 
creased 6.1 per cent and the balance 
for common stock was down $11,000,000 
or about 1.6 per cent. It is difficult to 
convert this into an average decline in 
share earnings, since no one compiles the 
total number of shares outstanding for all 
utilities. 

However, according to the composite 
balance sheet for 1950 prepared by the 
FPC, the book value of all common 
stocks at the end of 1950 approximated 
$5.4 billion. During 1951, according to 
an Irving Trust Company compilation, 
some $362,000,000 of electric utility com- 
mon stocks were sold, which indicates 
an increase in the amount of stock out- 
standing of about 6.7 per cent. Thus there 
would appear to be a decrease of about 
7 per cent in average share earnings. 

The outlook for 1952 is of course more 
favorable, since omission of the tax on 
electrical energy may more than offset 
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the 1} per cent increase in the income 
tax rate. The utilities should also benefit 
from the addition of modern facilities, a 
larger supply of natural gas, and rate in- 
creases in many cases. 


> 
Pre-emptive Rights 


C= utility companies have apparently 
decided that it is a better policy not 
to make new common stock offerings to 
stockholders through subscription rights 
—despite the fact that 70 per cent of 
utility equity financing was done in this 
manner last year, compared with 63 per 
cent in 1950. In order to comply with 
legal requirements, therefore, some com- 
panies have asked for stockholder ap- 
proval of the proposal to cancel pre- 
emptive rights. 

General Public Utilities Corporation 
recently sent a letter to stockholders de- 
scribing among various proposals to be 
voted on April 7th, one which would 
grant the directors authority to sell in any 
calendar year up to 5 per cent of the out- 
standing shares without first offering 
rights to stockholders ; and another which 
provides that where rights are granted 
in future, rights for fractional shares can 
be eliminated if stockholders are pro- 
vided with the cash or other equivalent 
of such rights. 

GPU, perhaps by reason of its in- 
heritance from the expansive Associated 
Gas companies, has a rather heavy stock- 
holder list (over 66,000). Over half of 
the stockholders own 30 shares or less, 
while only about one-quarter own more 
than 100 shares. Based on the record of 
subscriptions in the stock offering of last 
June, GPU found that many small stock- 
holders did not subscribe, and many also 
allowed their rights to lapse. Despite the 
fact that the company provided an easy- 
to-use method of either exercising or dis- 
posing of rights, following was the rec- 
ord: 


a. Only one out of 71 of the 16,692 
stockholders in the 1-to-10 share group 
subscribed, and three out of five of 
this group allowed their rights to lapse. 
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b. Only one out of six of the 15,450 
stockholders in the 11-to-30 share 
group subscribed, and two out of five 
of this group allowed their rights to 
lapse. 

c. Only one out of about four of the 
13,204 stockholders in the 31-to-99 
group subscribed, and one out of five 
of this group allowed their rights to 
lapse. 


The company concluded that it could 
save a substantial portion of the cost of 
printing and mailing warrants and pro- 
spectuses, by avoiding pre-emptive rights 
on smaller stock issues. The cost of offer- 
ing rights is out of proportion to the 
benefits, the company concluded, where 
the subscription ratio is small. 


OME stockholders are apt to feel that 

they are losing a valuable privilege if 
pre-emptive rights are canceled. How- 
ever, GPU appears to have made out a 
very good case, and leaving the door open 
to rights offerings on the larger stock 
proposals should answer the objections 
of most stockholders, it would seem. 

Perhaps one reason why small stock- 
holders do not bother with their rights 
is the fact that the subscription price is 
often fixed very close to the market price 
by competitive bidding for the underwrit- 
ing privilege. The “spread” or commis- 
sion granted the underwriting group is 
sometimes considered more important by 
bidders than the market spread between 
subscription price and market price. 
However, this was not the case with 
GPU’s issue last summer, which approxi- 
mated 505,000 shares, offered for sub- 
scription on a 1-for-15 basis at $16.50 
a share. Security dealers were given 30 
cents a share for obtaining subscriptions 
(or 35 cents on rights purchased by the 
company from stockholders). 

The rights were offered to stockholders 
of record June 14th, on which day GPU 
closed at 18, Thus the subscription price 
was about 14 points below the immediate 
market price. However, on the following 
day the stock was strong and the rights 
traded at about 5/32 or 15 cents. By the 
time the rights expired on July 9th, the 
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rights had had a range of 7/64 to 11/64, 
closing at 1/8. It is obvious that the hold- 
er of 10 shares, whose rights had a gross 
value of only about $1.25, might well 
ignore them. 


O=: factor not mentioned by the com- 
pany is the amount of bookkeeping 
involved in exercising or selling rights, 
in connection with income tax records. 
If the rights are sold, the stockholder is 
supposed to mark down the cost of his 
stock accordingly. If he subscribes for 
new stock he may have to allocate costs 
as between his old and new stock. Many 
people are glad to avoid all this book- 
keeping even if they lose a small amount 
of cash, 

Where rights are set by competitive 
bidding, they frequently result in “nui- 
sance values” and in some cases the rights 
may even be valueless for a time. This 
isn’t too good for stockholder relations. 
On the other hand, the company may 
wish to avoid giving out too-valuable 
rights, because this in effect pays out 
extra dividends and dilutes future earn- 
ing power. It is necessary to steer a 
median course for the best over-all 
results. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


Indi- 
cated —12 Mos. Share a : 
3f 5/52 Divi- Price- Div. 
Price dend . Current % In- oF Earn. Pay. 
i Period crease ports** Ratio out 


rs] 
8 
= 


Producers and Pipelines 
Commonwealth Gas .... 
Mississippi Riv, Fuel ... 
Missouri-Kans., P. L. ... 
Southern Nat. Gas 
Tenn. Gas Trans. ....... 
Texas East, Trans, ..... 
Texas Gas Trans. 

Averages 

tegrated Com pate 
American Natural Gas .. 
Columbia Gas System .. 
Consol. Gas Utilities .... 
Consol. Nat. Gas 
El Paso Nat. Gas 
Equitable Gas 
Interstate Nat, Gas 
Kansas-Neb. Nat. Gas .. 
Lone Star Gas 
Montana-Dakota Utils. . 
National Fuel Gas 
National Gas & Oil 
Northern Nat. Gas 
Oklahoma Nat. Gas .... 
Pacific Pub. Serv. ...... 
Panhandle East. P. L 
Peoples Gas Lt. & Coke . 
Southern Union Gas . 
United Gas 


Averages 


tail Distributors 

Atlanta Gas Light 
Bridgeport Gas 
Brockton Gas Lt 
Brooklyn Union Gas .... 
Central El. & Gas 
Hartford Gas 

Haverhill Gas Lt. ...... 
Houston Nat. Gas 
Indiana Gas & Water ... 
Jacksonville Gas 

Kings County Ltg. ..... 
Laclede Gas 

Michigan Gas Utils. .... 
Minneapolis Gas 

Mobile Gas Service .... 
New Haven Gas Lt. .... 
Pacific Lighting 
Portland Gas-Coke 
Providence Gas 

Rio Grande Valley Gas . 
Rockland Gas 

Seattle Gas 

Springfield Gas Light ... 
United Gas Improv. .... 
Wash, Gas Light 


$ .74dx 19% 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER COMPANIES 


cated —12 Mos. Share Earnings#—-— 
3/5/52 Divi- ty: 
Price Approx. Current % In- Of Re- 
About teld Period crease ports** 
Communications Companies 
Bell System 
Am. Tel. & Tel. (Cons.) 156 
Cinn. & Sub. Bell Tel... 76 
Mountain Sts, T. & T. .. 
New England Tel. ...... 
Pacishe Ted. & Te. ...... 
So. New Eng. Tel. ..... 
Averages 
Independents 
Central Telephone 
General Telephone 
Peninsular Tel, ........ 
Rochester Te, ....ccsce 
ransit Companies 
Chicago SS. & S. B 
Chicago So. Sh. & M. .. 
GA, We BEE gcc siwcnes 
Dallas Ry. & Term. .... 
Greyhound Corp. ...... 
Los Angeles Transit .... 
Nat. City Lines 
St. Louis P. S. A 
ory Transit 
United Transit 
Averages 
Water Companies 
Holding Companies 
Amer. Water Works .... 
N. Y. Water Service ... 
Operating Companies 
Bridgeport Hydraulic . 
Calif. Water Serv. ..... 
Elizabethtown Water ... 
Hackensack Water 
Jamaica Water Supply .. 
New Haven Water 
Ohio Water Service .... 
Phila, & Sub. Water .... 
Plainfield Union Wt. ... 
San Jose Water 
Scranton-Spring Brook . 
Southern Cal. Water ... 
Stamford Water 
West Va. Wt. Service . 


Averages 
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D—Deficit. C—Curb exchange. O—Over-counter or out-of-town exchange. S—New 
York Stock Exchange. *Increase in balance for common stock. #Earnings are calculated on 
present number of shares outstanding, except as otherwise indicated. PF—Pro forma. dx— 
December, 1950. ju—July. s—September. o—October. n—November. d—December, 1951. 
j—January, 1952. NC—Not comparable. **The following symbols are used in this column 
to indicate the periods and frequency of earnings reports: a—Calendar year only. b—Twelve 
months only (reported monthly). bq—Twelve months only (reported quarterly). c—Cumula- 
tive months and twelve months. mc—Latest month and cumulative months. mcy—Latest 
month, cumulative months, and twelve months. q—Latest quarter only. qc—Quarters cumula- 
tively. qy—Latest quarter plus last twelve months. 
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What Others Think 


Government of the U. S. A. 


s the Federal government “power 
mad”? Those who are disposed to 
think so will find further support for their 
thesis in the February issue of Fortune 
magazine. With the exception of the 
State Department and the temporary 
control agencies, the editors of Fortune 
have managed to cover everything from 
Congress to cocktail parties in the na- 
tion’s capital; and if some of the con- 
clusions reached tend to oversimplify the 
situation in a rather glib fashion, impres- 
sive evidence is offered to justify For- 
tune’s over-all verdict: that the Federal 
government is acquiring power at a rate 
far exceeding its quality of administra- 
tion. 

If one has five hours’ reading time to 
spare, one will find, among other things 
(1) that the creaking, outmoded legisla- 
tive machinery under which Congress 
operates threatens to make that august 
body completely unable to cope with the 
rapidly expanding and aggressive Fed- 
eral administrative activity with its in- 
comprehensible budget; (2) that under 
the “Welfare State,” or more properly, 
the “Service State,” “no Santa Claus 
imaginable would offer you anywhere 
near as many things as you are getting, 
or can get, from the United States gov- 
ernment”; (3) that the administration’s 
“cheap money-price controls” philosophy 
is responsible for inflation, along with a 
failure to adopt sooner the wiser mone- 
tary policies of the Federal Reserve 
Board; and finally (4) that a Republi- 
can President would be highly desirable. 


| pw people and others, such as 
regulators, who are especially in- 
terested in utility industries would prob- 
ably direct their main attention to the 
separate article covering the Interior 
Department. Ominously entitled “The 


Triumph of the Empire Builders,” the 
article goes back to the days when “the 
affairs of Interior” of the United States 
amounted to little more than management 
of a few outposts on the periphery of a 
sea of land. Despite the warnings of 
states’ righter John C. Calhoun, Con- 
gress established Interior as a sort of 
catch-all department for various odds and 
ends which did not seem to fit into any 
other department. Today, Interior spends 
$600,000,000 a year, employs 63,000 
people, administers one-third of all the 
land in the eleven far western states, 
holding their respective economies “in 
the palm of its hand” and exerting a de- 
cisive influence on the entire region. “The 
catch-all department of 1849 .. . has 
managed to catch about everything that 
came within reach,” comments the maga- 
zine. 

Fortune admits that a large part of the 
growth resulted from the West’s con- 
tinuous need for Federal help. To pro- 
vide sources of cheap energy through 
hydroelectric power developments and to 
properly irrigate thousands of acres of 
desert required vast sums of money. In 
addition, the West has an unfavorable 
balance of payments problem — its ex- 
ports do not bring sufficient funds with 
which to buy manufactured goods from 
other regions. As Fortune points out, 
“the spending of Federal funds for con- 
struction in the West, particularly by 
Interior, has helped to offset this deficit, 
and in addition the Federal capital invest- 
ments themselves have boosted the pro- 
ductivity per man-hour of western farms, 
mines, and factories.” 


uT, asks Fortune, does this justify 
B the immense proportions to which 
Interior has grown under the New Deal? 
Does it adequately explain the govern- 
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WHAT OTHERS THINK 


ment’s entering the utility business ? The 
government began its invasion of this 
field in 1933. By the time the late Secre- 
tary Ickes resigned, in 1946, “Interior 
had got control of power marketing from 
all Federal projects on the Columbia and 
from all future dams to be built by the 
Corps of Engineers.” 

Among all Interior’s operations, “the 
most devious, the most aggressive, and 
the most menacing to the free enterprise 
system is that in power generation and 
distribution.” Conceding many of the 
sound reasons supporting government 
activity in this field—prohibitive costs 
to private companies in constructing 
huge, multipurpose dams, difficulty in 
obtaining SEC approval of financial 
arrangements to build single-purpose 
developments — Fortune maintains that 
“Interior’s operations in power are no 
longer within the bounds of reason.” It 
adds : 


. . . Having got about all there was 
to get on the original justification for 
its entering the utility business—name- 
ly, that power was only a by-product 
of structures built for irrigation and 
other purposes—it soon decided to give 
power primary rank. Then it moved 
on... to get into steam generation 
and the construction of power lines 
in direct competition with private 
companies. 

Today, Interior is waging what may 
well be its decisive campaign against 
the private utilities. Dropping all 
camouflage, the department is insisting 
that it has the right to have the U. S. 
build single-purpose dams for power 
generation alone, regardless of the 
willingness of private utilities to build 
the dams. [Secretary] Chapman is 
claiming authority to control all power 
projects on 97 per cent of the nation’s 
principal rivers and tributaries. 


INGS RIVER, California, and Roanoke 
Rapids, North Carolina, are two 
single-purpose projects Interior now 
wants to construct. So far, the Federal 
Power Commission has been successful 
in protecting its authority to license these 
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projects. But Interior is appealing an 
adverse decision in the Roanoke Rapids 
Case to the U. S. Supreme Court and 
will attempt to get court approval of its 
plans for Kings river. “Packed with 
doctrinaires of public power,” warns 
Fortune, “Interior will stop its drive for 
control of the nation’s electric energy 
only when Congress makes it plain that 
no funds will be appropriated for proj- 
ects that private enterprise is willing to 
build for a reasonable figure.” 

According to Fortune, one of Interior’s 
greatest weaknesses is the fanatic inde- 
pendence of its many bureaus. The 
dynamic Ickes, though he managed to 
restore public confidence in the depart- 
ment and to acquaint himself thoroughly 
with all of its operations, never gave it 
a “rational program.” “Its bureaus still 
continued to go their separate ways, ad- 
ministering literally thousands of acts of 
Congress, in the sublime belief that at 
Interior, at least, the parts were greater 
than the whole.” Ickes’ personality was 
sufficient to prevent complete anarchy, 
but with his departure the bureaus again 
went off in all directions, leaving the de- 
partment with less of a clean-cut mission 
than it ever had. All efforts of Julius 
Krug to unify the department and to give 
it a co-ordinated program were largely 
nullified by opposition from the bureaus 
and from Congress itself. The bigger the 
department has grown, the more difficult 
it has become to control. Into this situa- 
tion stepped Oscar Chapman whose well- 
known inability to make decisions, says 
Fortune, seems to make him singularly 
unfitted to head a department “at war 
with itself” and requiring the best leader- 
ship. 


HERE is, of course, no question that 

many of Interior’s bureaus have 
contrary interests. To mention only a 
few, the Bureau of Land Reclamation 
wants the Bonneville Power Administra- 
tion to charge its customers higher prices 
in order that it may use the additional 
revenues to reduce fees farmers have to 
pay for irrigation water. The Fish and 
Wildlife Service, in the interests of the 
fish in the Columbia river, does not look 
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with favor upon big dams in that area. 
The National Park Service opposes the 
flooding of scenic lands to create power 
or irrigation reservoirs. 


HAT is to be done about this situa- 

tion? Fortune rejects the “sophisti- 
cated reaction” to interbureau rivalry— 
that it is to be encouraged as a means of 
preventing the concentration of power. 
“The very first thing that needstobe done 
to make Interior an obedient and useful 
servant is to bring the squabbling bu- 
reaus to heel. Only then can the public 
be assured that what they are do- 
ing is for the public good rather than 
a self-serving maneuver in a battle for 
supremacy.” 

Secondly, its functions should be de- 
centralized. Fortune suggests eight re- 
gional administrations, each with its own 
administrator, counseled by an advisory 
board composed of representatives of 
business, labor, agriculture, and the gen- 
eral public. 


Finally, concludes the article, the most 
important thing Interior needs is a new 
philosophy and some new objectives. Its 
future policy should be one of disposition, 
not acquisition: 


. Each regional administration 
should have as its guiding principle 
the eventual return to the states of the 
lands and resources now administered 
by the department. This should not 
imply any impulsive and immediate 
abandonment of resources vital to the 
nation, but rather a gradual program 
of divestiture where feasible. Some 
lands and resources, of course, should 
remain in Federal hands. . . others, 
like water and power . . . should be 
bought by the states. 


The article concludes that since In- 
terior became a department over a cen- 
tury ago, the West has made fantastic 
progress, much of it with government 
help. Therefore, “further growth should 
be at the expense of Interior’s empire.” 





Foreign Co-operative Issues 


“Built-in,” Sliding-scale, 


Interest Bond 


TS type of bond issue recently 
offered in Sweden by the Koopera- 
tiva-Foerbundet, a large consumers’ co- 
operative organization, has caused a good 
deal of comment in financial circles, The 
$19,500,000 bond issue, maturing in 
1972, contains a unique feature: though 
the bond is entitled to fixed interest pay- 
ments of 3 per cent, the principal amount 
to be repaid will rise with the cost of 
living index up to 150 per cent of par 
value. 

Warning that all such “devices for pro- 
tecting people from inflation through 
escalator clauses . . . merely sugar-coat 
inflation and cause more people to accept 
it... rather than to fight it,” the New 
York Journal of Commerce listed several 
practical objections to this type of bond 
issue from the viewpoint of both public 
and private borrowers. For one thing, 
the private borrower would never know 
the amount of his liabilities until the time 
of maturity : 
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. In the event of inflation, the 
amount to be paid creditors would be 
sharply increased, but there would be 
no reduction in the original principal 
amount of the debt in the event of 
deflation. 

There can be no assurance that the 
debtor will have any greater liability 
to pay his debts in the event of infla- 
tion .. . We have had ample evidence 
that increased taxes and price con- 
trols can hold down corporate earnings 
even though commodity prices rise. 
And it is not clear how the additional 
amount to be paid at the maturity of 
a debt would be treated for tax 
purposes. ... 


A for the public borrower, the Journal 
states that the size of a public debt 
“would remain uncertain until the ma- 


turity dates of its obligations. Then it 
may be found that the debt has greatly 
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expanded, increasing the danger of 
budget deficits and adding to the threat 
of further inflation.” 

Due to the institutional character of 
the market in the United States for 
obligations of this type, the Journal con- 
tinues, the need for them is strictly 
limited. It stated: 


Only in the case of United States 
savings bonds is there widespread in- 
dividual ownership of fixed value 
securities. . . . the problem is more 
one of adjusting yields and terms to 
the prevailing level of interest rates 
than to insure maintenance of purchas- 
ing power through a provision to in- 
crease the maturity value in the event 
of a rise in the price level. 


O’ more practical interest to utility 
companies was the view expressed 
recently in Telephony that such inde- 
pendent financing by a co-operative indi- 
cates that co-operatives are not economi- 
cally self-sufficient. Noting that Swedish 
co-operatives are not tax-exempt, Teleph- 
ony’s Washington editor stated : 


It looks now . . . as if the Swedish 
co-operatives will have to come back 


into the money market the same as a 
regular stock corporation to get the 
money it needs to build or expand. 
Such co-ops also seem to require added 
advantages, such as the escalator cost- 
of-living clause, to get investors to buy 
such a new type of securities. Is this 
what happens to the co-operative 
movement when the hand of govern- 
ment support is withdrawn? 


The article remarks that the co-opera- 
tive “tends to evolve closer towards a 
conventional corporation” if member 
benefits must yield priority (in sharing 
earnings) to government taxes, as well 
as payments, interest and dividends on 
outstanding securities, leaving only a 
theoretical advantage in membership. 
Pointing to a trend in the United States 
away from tax exemption for co-ops, the 
article concludes that: “The fact that 
this Swedish well-established co-opera- 
tive can no longer look to its own mem- 
bership for financial resources, to carry 
on its business functions, may be re- 
garded as an admission that co-opera- 
tives, operating without subsidy, do 
not tend to become economically self- 
sufficient.” 





Chamber Suggests Economies 


$14.4 billion budget cut has been 
urged by the Chamber of Com- 
merce of the United States. The chamber 
said it was submitting specific proposals 
to Congress to bring spending down to 
estimated Federal revenues of $71 bil- 
lion, from President Truman’s requested 
$85.4 billion for the next fiscal year. 
Among the slashes advocated were: 
Elimination of proposed new legisla- 
tion for economic controls and to enlarge 
Defense Production Act operations, 
$475,000,000. 
Postponement of several long-range, 
nondefense projects, $225,000,000. 
Cuts in conservation and agricultural 
development programs, $332,000,000. 
These would include cuts in rural elec- 


trification, financing farm ownership, and 
suspension of Federal crop insurance. 
This would still leave agricultural ex- 
penditures about 76 per cent higher than 
last year. 

Deletion of $300,000 for expansion of 
Federal civilian defense construction 
grants, leaving this function to the states, 
and cutbacks in defense housing, discon- 
tinuation of public housing, and curtail- 
ment of urban redevelopment, $5,420,- 


Other proposed cuts would include 
subsidies for education, $355,000,000; 
public assistance grants, $780,000,000; 
veterans’ hospitals, $135,000,000; and a 
10 per cent cut in general government op- 
erations, $225,000,000. 
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The March of 
Events 


In General 


Urges New Pacific Northwest 
Power Setup Study 


RANK McLAuGHLIN, president of the 

Puget Sound Power & Light Com- 
pany, recently called for a re-examina- 
tion of the whole power picture in the 
Pacific Northwest. The purpose, he said 
in his annual report to stockholders, 
would be to determine how “this region 
can have adequate electric power with a 
minimum of Federal control, and a max- 
imum of home rule.” 

He asserted that the various practices 
of the Federal government indicate it de- 
sires to control not only the generation 
and transmission of power in the Pacific 
Northwest, but the end use as well. 

If this policy persists, he added, the 
Federal government, through its con- 
trol of electric power supply and distri- 
bution, ultimately would regiment the 
people and the economy of the area. It 
would be in a position to dictate the 
rates, quality of service, and the loca- 
tion, size, and kind of industry. 

“Tf the Pacific Northwest is to be only 
a tail to the government’s kite,” Mr. Mc- 
Laughlin said, “it has a precarious and 
uncertain future. The Federal govern- 
ment should not be left with a life or 
death grip on the economy of this re- 


gion. 


Various public power groups are 
seeking to acquire the utility’s properties 
by condemnation proceedings or direct 
over-all acquisition. 


DEPA Revokes Electric Power 
Curtailment Order 


N a communication to all electric utili- 

ties in the Pacific Northwest short- 
age area, Administrator James F. Fair- 
man of the Defense Electric Power Ad- 
ministration recently announced that he 
had revoked DEPA Order EO-4, effec- 
tive March 1, 1952, in advance of the 
March 3lst termination date named in 
the order. DEPA’s action followed its 
statement on January 22nd, that if con- 
ditions continued favorable it would re- 
consider the advisability of taking off the 
order prior to its termination date. 

The original Order EO-4 was im- 
posed by Administrator Fairman and ap- 
proved by Secretary of the Interior 
Oscar L. Chapman last September. It 
became effective September 17, 1951, 
and was timed to expire automatically 
on March 31, 1952. Owing to unexpect- 
edly advantageous water and weather 
conditions which developed in the area 
shortly after the order was issued, its 
restrictions proved unnecessary during 
the winter season now closing. 


Arkansas 


Governor Orders Utility Probe 


N unprecedented order issued early 
this month by Governor McMath 
directed the state public service com- 
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mission to audit the books of private 
utility companies with a view of elimi- 
nating “questionable and political” ex- 
penditures from their rate bases. 
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The commission was instructed to de- 
termine the amount of waste and favorit- 
ism, if any, in the companies’ construc- 
tion and purchasing practices; whether 
contracts have been awarded to the low- 
est bidders ; whether contracts have been 
influenced by politics; any “unconscion- 
able” profits or any improper practices 
involved in building and buying; and 
amounts charged to advertising, legal ex- 
pense, contributions, travel, and enter- 
tainment, and “related matters.” 

Governor McMath told the commis- 
sion that his order resulted from a study 
of the state supreme court’s recent opin- 
ion in the Southwestern Bell rate case. 

Asserting that he was “particularly 
impressed with the apparent holding of 
the court that investment and construc- 
tion costs of public utilities must have 
been prudently incurred to justify the 
inclusion of the costs in the rate base of 
the utilities,” the governor added: 


Since the amount the public must 
pay for utility service is arrived at by 
applying a rate of return (6 per cent, 
in the telephone case) to a specific 
rate base, it is important that the rate 
base be based upon proper purchase 
and construction costs. 


A public utility is a state-created 
monopoly with an assured profit. Its 
funds come from the people. There is 
little difference in principle and ulti- 
mate effect on the public between con- 
struction of a highway and construc- 
tion of a utility system. 

Since the people must pay for the 
construction of utility property, they 
are entitled to know whether it was 
done at the cheapest cost. 

It is requested that you examine 
the construction and purchase prac- 
tices of public utilities to determine 
whether there has been waste, favorit- 
ism, awards to the lowest bidders, 
contracts awarded because of political 
influence, unconscionable profits, or 
any improper practice. 

Any costs found excessive should 
be eliminated from the rate base. 


The governor requested the commis- 
sion to use all its facilities to determine 
very carefully the operating expenses of 
utilities under its supervision. He said 
it was conceivable that “utility rates in 
many instances can be reduced. Certain- 
ly, contemplated requests for further 
rate increases could be forestalled.” 


California 


Commission Reports to Governor 


HE state public utilities commission 

recently reported increased utility 
rates totaling $23,152,000 were approved 
for California companies during the 
1950-51 fiscal year. 

In a report to Governor Earl Warren 
on activities during the period, the com- 
mission said utility companies applied 
for rate increases totaling $57,000,000. 
The increases approved were 40 per cent 
of this total. 

“The commission’s chief concern 
throughout the fiscal year can be summed 
up in one word,” said R. E. Mittelstaedt, 
commission president. “That word, un- 
fortunately, is increases, compelled by 
general inflation.” 
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Nearly all costs of doing business for 
the utilities have gone up, he asserted, 
with taxes up about 40 per cent and con- 
struction costs for necessary new facili- 
ties soaring. 

“Rapid growth in California’s popula- 
tion and consequent increases in demands 
for more telephones, more gas connec- 
tions, more electricity, and more water 
have concerned the commission,” he 
added, “and our greatest concern has 
been the mounting number of applica- 
tions for permission to increase rates to 
consumers and how to hold these rates 
at minimum figures.” 

Mittelstaedt also said Californians en- 
joy rates for gas, electricity, water, and 
telephones which are among the lowest 
in the nation. 
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He reported the 22 major gas, electric, 
water, telephone, and steam heat public 
utilities during 1950 received $853,886, 
000 in operating revenues, an increase 


of $76,647,000, or about 10 per cent over 
income the previous year. He said this 
higher income reflects more customers 
as well as rate increases. 


Connecticut 


Final Natural Gas Code Drawn 


2 state public utilities commission 
recently set 40 feet as the minimum 
distance allowable between a natural gas 
pipeline and any building used for hu- 
man occupancy. 

The ruling was one of 35 promulgated 
by the commission in its final code for 
construction and operation of natural 
gas pipelines in the state. The code will 
become effective as soon as it is approved 
by the state attorney general. 

The 40-foot ruling applies to all nat- 
ural gas pipes laid near buildings which 
are in existence or under construction on 
the day the code becomes effective or at 
the time a gas company acquires land. 

The code sets specific standards for 
testing pipelines prior to operation. It 
requires that pipe be tested with a non- 
combustible fluid at pressure at least as 
high as will be used in operation before 
natural gas is admitted. The code also 
stipulates that pipelines will not run un- 
der highways or railroad tracks, except 
to cross them; that pressure control 
valves shall be installed, with an average 
of one every eight miles; and that not 
less than half of these valves shall be 
automatic or continuously attended. 


Constitutionality of Law Upheld 


HE state supreme court of errors on 

March 6th upheld the constitution- 
ality of a 1950 state law giving natural 
gas pipeline companies the right of emi- 
nent domain. 

The test of the statute’s validity re- 
sulted from an action brought by the 
Northeastern Gas Transmission Com- 
pany against owners of certain property 
in Farmington. The company sought 
court permission to make a right-of-way 
survey on the land and for the appoint- 
ment of a committee to assess condemna- 
tion damages on the right of way. Su- 
perior Court Judge Quinlan reserved the 
case to the state supreme court for ad- 
vice on the act’s constitutionality and a 
question of right of way. 

In a unanimous opinion written by 
Justice O’Sullivan, the high state tribu- 
nal said it was “a fundamental principle 
of law that the power to appropriate 
private property for public use is an at- 
tribute of sovereignty and essential to 
the existence of government. It attaches 
to every man’s land and is paramount 
to his right of ownership. It lies dormant 
in the state until set in motion by legis- 
lative enactment.” 


Kentucky 


Utility Bills Sent to Governor 


A. to prevent public utilities from 
putting proposed rate increases 
into effect immediately after application 
and posting of bond was given final pas- 
sage by the state legislature recently and 
sent to the governor for signature. 
Under the measure, which was drafted 
by the legal staff of the state public serv- 
ice commission and approved by the 
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Kentucky Municipal League, a utility 
could not put a proposed rate increase 
into effect for at least five months after 
application unless the commission ap- 
proved the increases sooner. 

If the commission reached no decision 
within five months, the rates then could 
become effective, subject to subsequent 
reduction or cancellation if the commis- 
sion so ordered. 
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The measure abolished a requirement 
of the old law that a bond be posted by 
the utility to guarantee that refunds will 
be paid to consumers if its rates are disal- 
lowed. The bill stipulates that any con- 
sumer may sue to force the refund due 
him and recover also his court costs and 
counsel fees, 

Other provisions of the bill enable the 


commission to increase from $130,000 
to $250,000 a year its assessment against 
utility companies to finance the commis- 
sion’s work. 

Another bill sent to the governor 
would prevent second-class cities from 
selling municipally owned electric or 
water plants unless a majority of voters 
approve. 


a 
Michigan 


Dearborn OK’s Gas Sale 


B* a vote of 4 to 3, the Dearborn city 
council has approved a proposal to 
permit the Panhandle Eastern Pipe Line 
Company to sell natural gas directly to 
the Ford Motor Company, instead of 
through the Michigan Consolidated Gas 
Company. The action was taken at a 
meeting of the council on March 4th. 
Mayor Orville L. Hubbard had not 
expressed his attitude toward the reso- 


New 


New Transit Plan Attacked 


gee J. QuimLt recently threat- 
ened, without reservation, to call a 


subway strike if New York city’s transit 
system were placed under control of a 
transit authority. 


lution publicly. If he should veto it, sup- 
porters of the proposal would not have 
sufficient strength to override the veto. 
If the mayor concurs, Panhandle must 
then seek approval of the state public 
service commission and the Federal 
Power Commission. If granted, such 
permission would establish precedent 
which might allow Panhandle to sell nat- 
ural gas directly to other Detroit area 
industries. 


- 
York 


The president of the Transport Work- 
ers Union, CIO, told a street rally of 
union members that they must fight the 
proposal for an authority by every means 
at their disposal. He said also that he 
would seek—and obtain—the united sup- 
port of other CIO unions and the AFL. 


Virginia 


Utility Antistrike Law Revised 


ILLS changing the state’s public utili- 
ty antistrike law in a manner de- 
signed to remove any doubts as to its 
constitutionality were given final pas- 
sage by the state legislature last month. 
One of the new measures separates 
labor relations from seizure powers of 
the state over public utilities. Under the 
new legislation, the state could seize a 
public utility when any stoppage of serv- 
ice, for any reason, endangered the pub- 
lic health, welfare, and safety. 


The other new act provides that the 
State Department of Labor and Industry 
shall be the state agency to mediate and 
conciliate labor disputes. This measure 
requires notice of thirty days of labor 
disputes between certain public utilities 
and their employees. 

Revision of the Virginia law was rec- 
ommended by Governor Battle to remove 
any doubts of constitutionality resulting 
from the opinion by the U. S. Supreme 
Court last year in a case involving a Wis- 
consin public utility antistrike act. 
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Retirement Loss Caused by High Replacement Cost 
Disallowed in Telephone Rate Case 


te Alabama commission, in author- 
izing a telephone company to in- 
crease intrastate rates to yield a return 
of 6% per cent, refused to make any addi- 
tional return allowance for retirement 
loss resulting from the fact that replace- 
ment costs exceed the original cost upon 
which depreciation has been accrued. It 
concluded that the allowance of such a 
loss would impose an unjust and in- 
equitable burden upon the subscribers. 

The commission observed that a con- 
siderable amount of plant retired is obso- 
lete as compared to the types of plant 
available now and currently being in- 
stalled. Although the replacement plant 
might cost more, that does not neces- 
sarily mean that a retirement loss has 
been experienced. The new plant might 
have a longer service life, and require 
less maintenance and less man-hours to 
operate. The commission recognized 
that the Bell Telephone system has made 
great strides in improving its equipment, 
operating techniques, and the telephonic 
art in general. 

Rates reflecting the provision for the 
alleged retirement loss would result in 
subscribers being required to furnish a 
part of the company’s capital require- 
ments and then in turn provide an 
amount for depreciation and return on 
such capital. Capital required for the 
construction of plant needed in furnish- 
ing service to the public is, according to 
the commission, a responsibility of the 
utility and not of the subscriber. 

The telephcne company also claimed 
that it was entitled to an additional re- 
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turn allowance for the depressing effect 
of high construction costs. The commis- 
sion rejected this claim on the ground 
that such an allowance would be based 
on speculations into the future. It said 
that a practice of predicting future condi- 
tions as regards economic cycles, con- 
struction activity, and the like might lead 
to such extremes as predicting operating 
efficiency, improved techniques, new in- 
ventions, tax rates, etc. The commis- 
sion believed that such speculation could 
well prove harmful to a regulated utility. 

To the extent that a problem of ob- 
taining equity capital exists, the commis- 
sion pointed out that the problem is in 
no way peculiar to the telephone indus- 
try. 

It pointed out that national distribu- 
tion in income, in recent years, has, as a 
result of higher taxes and higher wages, 
tended to favor lower income groups who 
are not accustomed to investing their 
savings in risk capital, but rather in gov- 
ernment bonds and securities of a con- 
servative nature. It was deemed prudent 
to recognize that we will have to live in- 
definitely with a general scarcity of risk 
capital. 

The commission allowed telephone 
plant under construction, despite the fact 
that the company capitalized interest dur- 
ing construction. It was found that the 
company would not receive a double re- 
turn since in computing the earnings re- 
quirement, it eliminated the amount of 
interest included in telephone plant under 
construction. 

The company’s cash requirements, 
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after deducting materials and supplies 
which were unpaid for, were exceeded by 
accrued taxes. Net accrued taxes (the 
excess of accrued taxes over prepaid 
taxes) constitute a withholding of funds 
to provide for future tax payments. The 
commission ruled that since operating 
expenses are met out of revenue supplied 
by subscribers, it is proper to offset with 


7 


net accrued taxes the amounts claimed 
for materials and supplies and cash re- 
quirements. 

Property held for future use was ex- 
cluded from the rate base because it was 
acquired not for imminent use but rather 
in anticipation of possible future needs. 
Re Southern Bell Teleph. & Teleg. Co. 
Docket No. 12920, January 25, 1952. 


Industrial Corporation Earnings Not Indicative of Fair Return 


HE South Dakota commission al- 

lowed a telephone company to in- 
crease rates so that it would earn a return 
of 6 per cent on an original book cost, 
less depreciation reserve, rate base. The 
value of the company’s materials and sup- 
plies and the dollar amount of its work- 
ing capital were included in this rate 
base. 

Payments made to the parent company 
under a license contract and to an affili- 
ated supplier for purchases of equipment 
were allowed as legitimate operating ex- 
penses. The commission remarked that 
their fairness was not questioned by 
protestants and that the amounts involved 
did not appear unreasonable. 

Evidence showing the earnings of in- 
dustrial corporations was not given con- 
sideration in a determination of a fair re- 
turn. The commission said: 


These earnings do not offer a safe 


e 


criteria by which to gauge a fair and 
reasonable return to a regulated util- 
ity. When depression comes industrial 
corporations must fall back on accumu- 
lated surplus or reserves to tide them 
over. Lacking these, they face bank- 
ruptcy. In these circumstances a regu- 
lated utility has recourse to relief from 
a public body to save it from financial 
collapse and does not have to rely en- 
tirely upon accumulated undistributed 
earnings. It follows that its rate of re- 
turn upon net investment may be 
stabilized on a somewhat lower level. 


Finally, the commission observed that 
the “cost of capital” theory of rate mak- 
ing, which has been gaining favor with 
other state commissions, has considerable 
merit, particularly where it is combined 
with the net investment theory. Re North- 
western Bell Teleph. Co. F-2319, Janu- 
ary 26, 1952. 


Valuation Date after Close of Testimony Called Arbitrary 


HE supreme court of Arkansas di- 
rected that the state commission al- 
low a telephone rate increase in a smaller 
amount than it had allowed in Re South- 
western Bell Teleph. Co. (1951) 87 
PUR NS 97. The court sustained the 
commission on all contested points ex- 
cept its fixing of a rate base as of Decem- 
ber 31, 1950, when all the evidence had 
been completed and hearings adjourned 
on November 28, 1950. 
Cities objecting to the rate increase did 
not question the fixing of a rate base at 
net cost less depreciation, but they 
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claimed that the commission selected an 
arbitrary date. The telephone company 
had offered valuation figures, as of May 
31, 1950, four months prior to the hear- 
ings. As the hearings progressed, evi- 
dence was shown as of September 30, 
1950. The court said: 


. . . So it is obvious that there is no 
testimony in the record as to what 
actually was the plant extent and valu- 
ation as of December 31, 1950—a date 
more than thirty days after the closing 
of the testimony. Figures as to the De- 
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cember 31st valuations were mere 
guesses or approximations, with no 
record evidence to show that proposed 
installations were ever in fact consum- 
mated. After the testimony closed, the 
commission could not delay its opin- 
ion in order to see what equipment 
might be installe’. The testimony must 
be in the record, in order that there 
may be a review. 


Notwithstanding arguments to the ef- 
fect that a utility rate must be reasonable 
and just not only as to the present, but 
also for a reasonable time in the future, 
the court said that to anticipate reason- 
able future extensions is one thing and 
it is quite another thing to select a future 
date after the closing of the evidence on 
which to base a factual finding as tovalue. 
The court agreed with Chairman Wood, 
who had filed a dissenting opinion, that 
using the September figures, the com- 
pany would be entitled to a rate increase 
of $3,177,000 a year instead of $3,605,- 
591 allowed under the December 31st 
figures, 

The company charges customers one 
month in advance, and because of that 
the objecting cities argued that since an 
order allowing the increase did not go in- 
to effect until September 21, 1950 (under 


bond to insure refunds), bills should 
have shown no increased rate for one 
month thereafter. The court saw “no 
merit to the city contention on this 
point.” The company had filed a petition 
for increased rates August 21st and given 
notice that they would become effective 
September 21st. The commission sus- 
pended the rates and, after a bond was 
filed, the bonded rates became effective 
September 21st. 

The court upheld the action of the 
commission in allowing over $400,000 
for working capital in spite of contentions 
that no allowance should be made in ad- 
dition to a sum for materials and sup- 
plies because the company collected in 
advance and had ample operating capi- 
tal. The court refused to substitute its 
judgment for that of the commission as 
to a proper allowance. 

Objections by the company presented 
on a cross appeal were also overruled. 
The company insisted that the commis- 
sion should have determined the “real 
value” instead of a cost rate base. The 
court declared that no public utility has 
a vested right to any particular method 
of valuation. A return allowance of 6 per 
cent was also sustained. Fort Smith v. 
Southwestern Bell Teleph. Co. February 
18, 1952. 


©) 
. 2) 


Objections to Restraint on Co-operative Reviewed by Court 


Tt supreme court of Arkansas mod- 
ified and affirmed circuit court 
orders restraining Arkansas Electric Co- 
operative Corporation from taking any 
steps toward construction of a generating 
plant and transmission system pending 
a review of the commission order in 
Re Arkansas Electric Co-operative Corp. 
(1951) 91 PUR NS 8, granting author- 
ity for such a project. The petition 
by objecting companies for a stay and 
injunction was held to contain allega- 
tions broad enough to invoke the provi- 
sions of two statutes which might be ap- 
plicable. It was held to be unnecessary 
to determine which statute should gov- 
ern. 

It had also been argued by the co-op- 
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erative that injunction orders were void 
because of lack of notice. A statutory 
provision that an injunction to stop the 
general and ordinary business of a cor- 
poration can be granted only upon rea- 
sonable notice, said the court, should be 
considered in connection with another 
statute which provides that a judge, to 
whom an application for an injunction 
is made, may direct a reasonable notice 
to be given to a party to attend and show 
cause and may, in the meantime, restrain 
such party. The granting of a temporary 
restraining order, the court held further, 
is to a large extent a matter within the 
sound discretion of the trial court. 

A contention was made that the in- 
junctive features of the restraining order 
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were unreasonably broad in that they 
restrained Arkansas Electric from tak- 
ing any preliminary steps or action to- 
ward construction of the proposed facili- 
ties. Counsel for the companies conceded 
that the co-operative should not be re- 
strained from procuring REA approval 
of engineers selected for the project. No 


loan funds could be forthcoming from 
REA to a restrained borrower. The or- 
der was therefore modified so as to re- 
strain the co-operative from construction 
or the letting of contracts for construc- 
tion of the proposed facilities. Arkansas 
Pub. Service Commission v, Arkansas- 
Missouri Power Co. February 18, 1952. 


e 


Natural Gas Company’s Promotional Expense Allowance 
Reduced Because of Limited Gas Supply 


Ar an investigation into the rea- 
sonableness of temporary rates for 
natural gas service in the city of Mil- 
waukee, the Wisconsin commission con- 
cluded that existing rates were excessive. 
The new rates authorized would provide 
the company with a return of 6.2 per cent 
on its rate base. 

The commission ordered a substantial 
reduction in the company’s sales promo- 
tion expense even though the company’s 
past expenditures for promotion ap- 
peared reasonable. The commission 
pointed out that the large sums required 
to create a demand in a new area were 
no longer necessary and that the need 
for promotion was lessened because of 
the limited gas available. 

A 10-year period was considered 
proper for the amortization of the cost 
of conversion from manufactured to nat- 
ural gas. Most of this cost represented 
amounts expended in converting cus- 
tomer appliances. 


e 


After some discussion of the differ- 
ences in flame characteristics of manu- 
factured and natural gas, the commission 
made this comment: 


In any event, the asserted ineffi- 
ciency of certain gas appliances in the 
use of natural gas is, or was, properly 
an issue in a case involving the intro- 
duction of natural gas. It can have 
little bearing upon the main issues in 
this case. These are the proprieties of 
certain expense items heretofore dis- 
cussed and the reasonableness of the 
rates. 


The commission directed the company 
to pay over to its customers refunds re- 
ceived from a pipeline company whose 
rates had been reduced, and commented 
that the retention of these funds by the 
company would amount to an unjust 
enrichment. Milwaukee v. Milwaukee 
Gas Light Co. 2-U-3609, January 30, 
1952. 


Expense Claims of Transit Company Rejected and 
Increased Fares Denied 


HE Kentucky Department of Motor 

Transportation upheld an exam- 
iner’s report recommending the denial of 
a fare increase proposed by Louisville 
Transit Company, with the exception of 
the right to charge 25 cents for a single 
express ride on one vehicle by one person 
to public events within the city limits 
of Louisville. Express service is to be 
provided at the option of the company 
in addition to regularly scheduled serv- 
ice. 
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Nonrecurring expenses, such as ex- 
penses incurred in the reorganization of 
the Louisville Railway Company into the 
Louisville Transit Company, were not 
considered a reliable basis for estimating 
future expenses. Expense incurred in 
rate proceedings was allowed but re- 
quired to be amortized over a 3-year 
period. 

The company was charging as an op- 
erating expense for “amortization of 
abandoned property.” This charge had 
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resulted from abandoning streetcars and 
installing trolley coaches and motor- 
buses on one line as part of a moderni- 
zation program begun in 1941. Under a 
contract with the city of Louisville the 
company was authorized to amortize this 
amount over the period of its franchise, 
or until 1961. However, by reason of 
credits from various sources—monthly 
amortization, salvage, earnings in excess 
of 7 per cent during a portion of the 
period, interest on certain amounts, and 
savings in income taxes as a result of 
the abandonment—this amount was 
equaled and surpassed in December, 
1946, and an excess remained in the 
Property Abandoned Account, The com- 
pany had transferred the excess to sur- 
plus. 

Later, it began further steps in its 
modernization program which resulted 
in further abandonment of equipment. A 
new Property Abandoned Account was 
started. The company contended that it 
should be allowed to charge this account 


over the remaining period of its fran- 
chise as an operating expense. 

The examiner was upheld in ruling 
that the department of motor trans- 
portation was not bound by the contract 
with the city, and that the modernization 
program as a whole should be considered. 
The examiner, therefore, felt that the 
excess in the earlier account should have 
been retained as a credit balance in the 
Property Abandoned Account to offset 
the charges by reason of subsequent 
abandonments. 

The company contended that consider- 
able weight should be given to reproduc- 
tion cost less depreciation in fixing the 
rate base, but it was held that book cost 
less depreciation was preferable. 

A claim of 10 per cent as a rate of 
return was rejected with the statement 
that a return of between 6 per cent and 
7 per cent was reasonable and adequate. 
Re Louisville Transit Co. Docket No. 
355, January 29, 1952, upholding exam- 
iner’s report dated December 17, 1951. 


Importation of Natural Gas from Canada Permitted 


HE Federal Power Commission au- 
thorized the Montana Power Com- 
pany to import natural gas from the 
province of Alberta, Canada, into the 
state of Montana in order to supply the 
needs of the Anaconda Copper Mining 
Company, Importation is permitted to 
the extent, and for the purposes, set forth 
in “The Gas Export Act” under which 
the Petroleum and Natural Gas Con- 
servation Board of the province, with the 
approval of the lieutenant governor, is 
authorized to grant a permit for removal 
from the province of natural gas essential 
to enable the continued production by 
Anaconda of copper, zinc, manganese, 
and other minerals vital to defense. This 
act limits the volume that may be re- 
moved and limits the use of the gas. 
The commission determined that sup- 
plies of gas presently available are not 
adequate to enable Montana Power to 
render the natural gas service now being 
extended from its existing system, in- 
cluding service to Anaconda. The Mon- 
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tana Power Company had expressed its 
intention of terminating service to Ana- 
conda unless sufficient additional supplies 
of gas should become available. 

Termination of such service, said the 
commission, would carry in its wake a 
series of effects which would result in 
grave public disadvantage. Technological 
difficulties were anticipated from @ 
change-over to other fuels, since some 
metallurgical processes developed with 
the use of natural gas as a fuel might be 
impossible with other fuels. Moreover, 
coal could not be used at all in certain 
copper refining processes. 

The commission concluded that there 
was no justification for a finding that the 
proposal presented an inconsistency with 
the public interest as represented by in- 
terveners voicing the opposition of the 
coal industry and affiliated interests. The 
commission did not discern from the 
record that the proposal would have the 
result of displacing coal in any manner. 
Anaconda presently uses natural gas as 


460 





ce Www? Ww ¢ = ww Tw 


PROGRESS OF REGULATION 


a fuel in all its production operations. 
Opponents of the proposal had asked 
for further hearings, principally to 
examine into events forming the basis for 
the legislation enacted by the legislative 
assembly of the province of Alberta. The 
commission took the position that this 
was neither necessary nor appropriate in 
the public interest. Such an inquiry into 
motives of the Canadian legislative body 
in enacting the Gas Export Act, said the 
commission, would be a highly improper 
departure from established precedents. 
Specific limitations with respect to the 
term of the permit and the volumes to be 


e 


imported were included in the order. Pe- 
riodic reports to the commission as to 
quantity of gas imported were required. 
It was said to be appropriate that none 
but Anaconda should be required to pay 
directly or indirectly for the costs of con- 
struction, operation, maintenance, or de- 
preciation of the facilities required to 
bring the gas into the Montana Power 
Company’s system. Any increase in the 
cost of gas resulting from the proposed 
importation is to be borne by Anaconda. 
Re Montana Power Co. Docket Nos. G- 
1712, G-1717, Opinion No. 223, Febru- 
ary 5, 1952. 


Tax Increase Properly Passed to Customers 


IGHER electric rates expected to 

produce a return of 6 per cent were 
approved by the New York commission. 
The commission said that it had previ- 
ously approved a return of between 54 
and 6 per cent and there appeared to be 
no sound reason to deviate from such a 
return, especially if outstanding securi- 
ties and additional securities which must 
be sold to complete an essential construc- 
tion program could be serviced with a 
reasonable margin of protection. Com- 
missioner Bedenkapp, speaking for the 
commission, declared: 


. .. New York state utilities must 
be able to compete in the securities 
markets with securities of utilities ap- 
proved for issuance by other regu- 
latory bodies, and also with offerings 
of industrial companies. There has 
been some increase in the cost of 
financing with senior obligations 
(bonds and preferred stock) during 
the past year, but it is general knowl- 
edge that common stock issues, where 
existing dividends are protected by 


TT Georgia commission, in author- 
izing a gas company to issue bonds 
and preferred stock, required an increase 
in the common stock on the ground that 


adequate margins, are now readily 
marketable. 


Counsel for a city opposing the rate 
increase took the position that a rate of 
return between 44 and 5 per cent was 
adequate and that even as a maximum 
the 5.6 per cent return allowed by an- 
other state commission would be help- 
ful to the people and “help reduce infla- 
tion.” Some customers had written 
letters to the commission in opposition 
to any further rate increase. Commis- 
sioner Bedenkapp said: 


In this, as in many other proceed- 
ings, there exists the current miscon- 
ception that, since individuals must 
pay their own Federal income taxes, 
utility corporations should do likewise. 
This commission has _ repeatedly 
pointed out that decisions of the courts 
require the deduction of these as well 
as all other taxes in the determination 
of a fair rate of return. 


Re Rochester Gas & E, Corp. Case 
15312, February 14, 1952. 


& 
Other Important Rulings 


presently issued common stock repre- 
senting a total investment of $25,000 in 
the equity capital of a company having a 
total capitalization of $700,000 was in- 
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adequate, particularly since it was the 
company’s only voting stock. Re Georgia 
Gas Co. File No. 19392, Docket No. 278- 
U, January 8, 1952. 


The Civil Aeronautics Board will re- 
frain from interfering with managerial 
discretion, by imposing conditions for 
the protection of employees, when ap- 
proving a suspension of a part of an air 
carrier’s authority, unless the need for 
such conditions is clearly demonstrated. 
Re Southwest Airways Co. Docket No. 
3718 et al. January 29, 1952. 


The California commission held that 
notwithstanding that the Vehicle Code 
did not prescribe maximum driving 
hours for highway common carriers, a 
limitation of ten consecutive hours of 
driving for such carriers should be im- 
posed, because a failure to so prescribe 
would be a dereliction of duty. Re Gen- 
eral Order No. 99, Decision No. 46089, 
Case No. 5097, August 14, 1951. 


An exempt holding company owning 
98.16 per cent of the outstanding com- 
mon stock of a subsidiary was authorized 
by the Securities and Exchange Commis- 
sion to merge the subsidiary into itself 
and to acquire the minority interests in 
the subsidiary through an exchange of 
its stock for the subsidiary’s stock, where 
the minority stockholders of the subsid- 
iary would receive larger dividends 
on the exchanged stock, although re- 
ceiving slightly lower earnings. Re Cen- 
tral Louisiana Electric Co. File No. 
70-2548, Release No. 10905, November 
30, 1951. 


The Missouri commission held that the 
statutes giving the commission jurisdic- 
tion over practices of any railroad in- 
cludes switching crews, their size, and 
when operating, the safety of the per- 
sonnel thereof. Brotherhood of Railroad 
Trainmen v. Terminal Railroad Associa- 
rs Case No. 11,554, December 12, 
1951. 
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NEW YORK PUBLIC SERVICE COMMISSION 


Re Rochester Telephone Corporation 


Case 15403 
January 29, 1952 


ETITION of telephone company for authority to increase rates; 
higher rates authorized. 


Valuation, § 299.1 — Working capital — Income tax accruals. 
1. The working capital of a telephone company was fixed in the light of the 
fact that greater amounts of income tax accruals would be available as 
working capital than had been available in the past, p. 35. 


Valuation, § 28 — Rate base determination — Book cost of plant. 
2. Book cost of telephone plant in service (excluding construction contribu- 
tions by subscribers), less the depreciation reserve balance, to which is 
added the estimate of required working capital, constitutes a proper rate 
base, p. 37. 


Return, § 111 — Telephone company. 
3. Telephone rates expected to produce a rate of return not exceeding 6 
per cent were approved, p. 39. 


m Expenses, § 114 — Federal income tax increase. 

4. The Commission is required to pass an increased Federal income tax on 
to the consumer if by reason of the tax increase the return of a utility com- 
pany ceases to be adequate, p. 43. 


3 Return, § 16 — Statutory requirement — High rates. 

5. The state laws compel the Commission to fix rates, high though they 

may be, at a level where they will earn a fair return on the savings which 

some people have invested in utility securities that other people may have 

utility service, p. 44. 

i Return, § 37 — Reasonableness — Inadequacy of service — Necessary improve- 
ments. 

6. A telephone company should be permitted to increase rates even though 

the quality of service is subject to complaint, if service faults are attributable 

principally to inadequate equipment and a lack of facilities to provide better 

grades of service, necessitating the attraction of capital to provide funds for 

service improvement, p. 44. 


Rates, § 538 — Telephone — Exchange groups — Classes of service. 
Discussion of rates for a telephone company grouping exchanges outside 
of a city according to the number of telephones which might be called with- 
out toll charge and providing business, individual, party-line, and rural serv- 
ice, p. 40. 

| Rates, § 536 — Telephone — Comparisons — Toll and other traffic conditions. 

Discussion of smaller telephone toll revenue as a factor resulting in higher 
[3] 33 92 PUR NS 
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telephone rates in one area than in other areas in view of a lack of short-haul 
traffic, geographical location, and industrialization, p. 42. 


APPEARANCES: Lawrence E. 
Walsh, Counsel, by Joseph J. Doran, 
Assistant Counsel, and Samuel R. 
Madison, Principal Attorney, for the 
Public Service Commission; Nixon, 
Hargrave, Middleton & Devans, by 
Justin Doyle, of counsel, Rochester, 
Attorneys, for Rochester Telephone 
Corporation ; William Emerson, Roch- 
ester, representing the city of Roch- 
ester; James H. Boomer, for William 
H. Emerson, Corporation Counsel, 
city of Rochester, Rochester; Eldred 
F. O’Shea, Caledonia, for village of 
Caledonia; Hobert L. Himes, Canan- 
daigua, for city of Canandaigua; R. E. 
Bradbury, LeRoy, Mayor, village of 
LeRoy; E. W. Powers, LeRoy, for 
LeRoy Business Association; George 
D. Newton, Geneseo, for village of 
Geneseo. 


BEDENKAPP, Commissioner: By 
petition verified June 5, 1951, the 
Rochester Telephone Corporation re- 
quested permission to put into effect 
tariff revisions designed to produce 
additional annual revenue of approxi- 
mately $857,000 to compensate for 
(1) employee wage increases effective 
in 1950 of more than $600,000, and 
(2) the increase in Federal income tax 
from 42 to 47 per cent. At the hear- 
ing on December 18, 1951, the com- 
pany amended its petition for addi- 
tional relief in the amount of $217,- 
620 to cover the increase from 47 to 
52 per cent in the Federal income tax 
rate enacted subsequent to the initial 
hearing. At the hearing on January 
15, 1952, the company further modi- 
fied its petition to cover additional 
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wage increases (effective December 
30, 1951) amounting to $280,190, 
Thus the total requested annual reve- 
nue increase is $1,354,810. This rep- 
resents an average increase of 13 per 
cent in local service revenue and of 10 
per cent in total. operating revenues. 

It is the company’s position that 
without such rate relief it will be un- 
able to obtain the funds with which to 
finance its plant construction program 
for the expansion of its facilities and 
the improvement of its service. 


The company’s present rates became 
effective in January, 1950 (except the 
10-cent coin-box rate introduced in 
May, 1950), pursuant to the Commis- 
sion’s order of December 28, 1949, in 
Case 13489. The evidence presented 
by the company was principally with ] 
respect to the additional annual reve- 
nue required to offset wage and tax 
increases since the Commission’s pre- 
vious decision rather than in support 
of any specific resulting rate of return. 
Later herein the rate of return under 
the rates proposed by the company 
will be developed. 


Balance Sheets 


The following schedule, designated 
Table 1, sets forth the company’s 
balance sheets as per company’s books 
at December 31, 1945, and October 31, 


1951. This latter date is the latest 
balance sheet in the record and the 
December 31, 1945, balance sheet is 
shown to indicate the changes in the 
company’s accounts thus far during 
the postwar expansion period. 


It will be observed that net additions 
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to telephone plant in service have to- 
taled $12,802,502 or 50 per cent. To 
produce this net increase required 
gross expenditures of about $19,000,- 
000. These have been financed princi- 
pally through proceeds of $1,437,500 
from the sale of additional common 
stock and $8,108,000 additional fund- 
ed debt and from the reinvestment of 
depreciation accruals. 

Notes payable, representing tempo- 
rary borrowings to finance current 
plant construction, of $1,700,000 at 
October 31, 1951, have now increased 
to $2,400,000. To repay these tempo- 
rary borrowings and to finance its 
1952 construction program the com- 
pany plans immediately to apply for 
authority to issue securities of approxi- 
mately $6,000,000. As the company’s 
present financial structure is rather 
disproportionate on the side of debt 
capital it is expected that at least a 
substantial part of the new financing 
should be through the sale of equity 
securities. 


Rate Base 


Telephone Plant 

As set forth in the balance sheet 
statements supra, telephone plant in 
service on October 31, 1951, was $38,- 
454,850. Examinations by the Com- 
mission’s staff in this and prior pro- 
ceedings indicate that the company’s 
books reflect with reasonable accuracy 
the original cost of its plant and equip- 
ment. 


The company submitted its plant 
construction program for 1952 which 
involves gross additions to plant and 
equipment of $6,015,000. This pro- 
gram which is already under way 
consists principally of the construction 
of a new central office building in the 


northern part of Rochester and the 
installation therein of two dial ex- 
changes. This equipment will supple- 
ment rather than replace existing 
manual central offices and is designed 
to relieve the traffic loads on present 
offices and thus improve service 
throughout the city. These two new 
dial central offices are scheduled to be 
completed and placed in service early 
in 1953. 

Retirements during 1952, princi- 
pally of manual station equipment, will 
result in estimated net additions to 
plant in service during the year of $2,- 
118,075. This indicates a balance in 
telephone plant in service at December 
31, 1952, of $41,462,585, with $2,- 
980,000 remaining in telephone plant 
under construction. 


Depreciation Reserve 

The balance in the company’s depre- 
ciation reserve at October 31, 1951, 
was $11,994,817.49 representing 31 
per cent of the balance of telephone 
plant in service. The adequacy of the 
company’s depreciation reserve has 
been confirmed by the Commission’s 
staff. 

Evidence presented by the company 
with respect to estimated debits and 
credits to depreciation reserve during 
the balance of 1951 and during 1952 
indicate estimated balances of $12,- 
137,110 at December 31, 1951, and of 
$12,969,810 at December 31, 1952. 


Working Capital 
[1] The company presented esti- 
mates of required working capital of 
$919,000 for 1950, $975,000 for 1951, 
and $1,023,000 for 1952. These esti- 
mates, it was testified, were based upon 
the findings of the Commission in this 
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TABLE 1 


Comparative Balance Sheets 


Assets 
Telephone Plant in Service 
Telephone Plant under Construction ........ 
Property Held for Future Telephone Use 
Telephone Plant Acquisition Adjustment .. 
Other Investments 
Miscellaneous Physical viadtined ; 
Sinking Funds elders Ua ae 


Total Investments 
Ca ish 
Special Cash Deposits 
Temporary Cash Investments 
Material and Supplies 
Other Current Assets 

Total Current Assets . 
Prepaid Accounts and Deferred Charges 

Total Assets 

Liabilities 
Capital Stock, Common 
Capital Stock, Preferred 
Premium on Capital Stock .... 

Total Capital Stock 

Funded Debt 


Notes Payable ' 
Other Current Liabilities 


Total Current Liabilities . 
Total Accrued Liabilities Not Due .... 
Total Deferred Credits 
Insurance Reserve 
Provident Reserve 
Depreciation Reserve 
Total Reserves 
Surplus 


Total Liabilities ..... 


December 31, 1945 
$25,652,348.01 
26,996.43 


2,053.84 a 
3,004.00 4.00 
290.07 ~~ 
- 400,778.00(1) 


$25,684,692.35 $39,277,459.63 


$1,545,465.47 
226,579.23 
350,000.00 
345,372.27 
1,052,772.62 


$3,520,189.59 


October 31, 1951 
$38,454,849.74 
421,827.89 


$1,267,740.05 
14289.75 


1,035,249.77 
1,539,696.69 
$3,856,976.26 
$366,745.18 $624,920.27 


$29,571,627.12 $43,759,356.16 


$5,000,000.00 
2,282,600.00 
22,826.00 


$6,250,000.00 

210, 326. 00 
$7,305,426.00 $8,742,926.00 
$6,238,000.00 


$2,800,000.00 
981,584.55 


$3,781,584.55 
$854,961.01 


$1,700,000.00 
1,654,187.92 


$3,354,187.92 
$1,328,799.04 
$421,332.28 
$75,209.83 
148°145.50 
11,994'817.49 
$12,218,172.82 
$3,347,938.10 
$43,759,356.16 


$212,143.27 


$79,896.61 
35,437.71 
8,867,067.23 


$8,982,401.55 
$2,197,110.74 
$29,571,627.12 


(1) Deposited with Guaranty Trust Company of New York, Trustee, for redemption of 4% 


sinking-fund debentures. 


(2) Includes $392,500 of 4% sinking-fund debentures maturing December 1, 1951. 


company’s previous rate case No. 
13489. 

Estimates of required working capi- 
tal of $538,782 for 1951 and $440,235 
for 1952 were developed by the Com- 
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mission’s staff. That these estimates 
are materially less than those of the 
company is due principally to the avail- 
ability as working capital of much 
greater amounts of income tax accruals 
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than were available in 1950 upon which 
the Commission’s findings in the pre- 
vious case were based. 

In the rate base calculations which 
follow I have accepted the required 
working capital estimates prepared by 
the Commission’s staff. 


Computation of Rate Bases 

[2] The rate base claimed by the 
company consists of the book cost of 
telephone plant in service (excluding 
construction contributions by  sub- 
scribers) less the depreciation reserve 
balance, to which is added the estimate 
of required working capital. This is 
in conformity with the formula con- 
sistently used by this Commission. 


The following schedule, designated 
Table 2, sets forth rate bases for the 
years 1951 and 1952 in which the 
amounts of telephone plant in service 
and of depreciation reserve are the 
averages of the respective balances at 
the beginning and end of each year: 


TABLE 2 


Rate Bases 
1951 


1952 
Average Telephone 
Plant in Service .. $37,778,606 $40,403,548 


Average Contribu- 
tions of Telephone 
a Fae eS 


395,968 
$37,382,638 
11,733,952 


25,648,686 
Working Capital ... 538,782 


..... $26,187,568 


421,618 
$39,981.930 
12,553,469 


27,428,470 
440,235 


$27,868,705 





Average Depreciation 
WED cn douedes 








Rate Bases 


Operating Results under Present Rates 


As previously stated, the present 
rates became effective in January, 
1950 (except the 10-cent coin-box rate 
introduced in May, 1950), pursuant 


to an order of the Commission in Case 
13489. 

The following schedule, designated 
Table 3, shows the company’s income 
statement for 1950, for 1951 (with ten 
months’ actual and two months’ esti- 
mated), and for 1952 as forecast by 
the company. These statements, pre- 
sented by Arthur S. Gibson, controller 
and assistant secretary of the company, 
reflect operating results under present 
rates during the past two years and 
the estimate of results which would 
obtain should the present rates con- 
tinue in effect during 1952. 

The estimate of local service reve- 
nues of $10,546,100 during 1952 under 
present rates was developed by apply- 
ing present rates to the stations esti- 
mated to be in service during the year. 
The estimate of toll service revenues 
of $2,026,000 is based upon the cur- 
rent forecast of toll business giving 
effect to the estimated increase in sta- 
tions. 


The estimate of operating expenses 
during 1952 of $10,210,745 exceeds 
by $798,545 the corresponding amount 
of $9,412,200 for 1951. Of this in- 
crease, $265,045 represents the wage 
increase effective December 30, 1951, 
$80,700 is the increase in depreciation 
expense and the balance of $452,800 
is the estimated increase in mainte- 
nance, traffic, commercial, general, 
and other expenses. The total of these 
estimated expenses is $8,716,500 
which equates to an average of $44 
per station which is practically the 
same as the actual per station cost in 
1951. About three-quarters of these 
expenses consist of wages and related 
costs. The additional expenses due to 
wage increases have been checked by 
the Commission’s staff. 
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TABLE 3 


Comparative Income Statements 


Telephone Operating Revenues 

Local Service Revenues 

Toll Service Revenues . 

Miscellaneous Revenues as 

Uncollectible Opr. Rev.—Cr. ................ 


Telephone Operating Expenses 

Maintenance Expenses 

Depreciation 

Traffic Expenses 

Commercial Expenses .. 

General Office Salaries and Exp. ............ 
Other Operating Expenses 

Wage Increase, 1952 


Net Operating Revenues 


Operating Taxes 

Taxes Chargeable to Operations 

Income Taxes ial aalta wes 
Total Operating Taxes . 


Net Operating Income 


Nonoperating Income 


Other Income , 
Misc. Deductions from Income .. 


Net Nonoperating Income 
Income Available for Fixed Charges .. 
Fixed Charges 
Interest on Funded Debt 
Other Interest Deductions 


Other Deductions 


Total Fixed Charges 


Balance Net Income 


( )—Denotes negative amount. 


Depreciation expense estimated for 
1952 of $1,229,200 was developed by 
applying current depreciation rates to 
the average plant estimated to be in 
service during the year. The propriety 
of these depreciation rates has been 
checked by the Commission’s staff. 

Effective December 30, 1951, the 
company consummated new wage 
agreements with its accounting, com- 
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Year 

1950 
$9,522,892 
1,858,405 
828,507 
18,207 


Year 
1951 
$10,165,800 
1,996,900 

912,800 
23,200 


Estimated 
95? 


$10,546,100 
2,026,000 
979,100 
28,200 





$12,191,597 





$13,052,300 


$13,523,000 








$2,171,090 
1,076,851 
2,962,547 
862,483 
802,237 
600,403 


$2,372,500 
1,148,500 
3,316,500 
944,100 
881,000 
749,600 


$2,544,400 
1,229,200 
3,378,700 
1,018,800 
950,800 
823,800 
265,045 








$8,475,611 


$9,412,200 


$10,210,745 





$3,715,986 





$3,640,100 


$3,312,255 





$1,327,312 
700,000 





$1,452,400 
765,000 


$1,543,805 
563,905 








$2,027,312 


$2,217,400 


$2,107,710 








$1,688,673 


$3,769 
129,127 


$1,422,700 


$19,400 
101,500 


$1,204,545 


$80,730 
106,000 





(125,358) 
$1,563,315 
$495,863 
9,202 
1,702 
$506,767 
$1,056,548 





(82,100) 


(25,270) 





$1,340,600 


$1,179,275 





$478,960 
25,000 
1,700 


$488,600 
25,000 
1,700 





$505,660 


$515,300 





$834,940 


$663,975 


mercial, traffic, and engineering em- 
ployees which increased its annual 
payroll costs $245,950. Associated 
additional pension costs of $19,095 and 
social security taxes of $5,805 make 
the total additional cost $270,850. In 
the foregoing estimated income state- 
ment for 1952 the increase in payroll 
and pension costs totaling $265,045 is 
shown as a separate item under oper- 
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ating expenses. The additional social 
security taxes ef $5,805 are included 
in the amount of $1,543,805 repre- 
senting taxes chargeable to operations. 
Also, in computing the amount of taxes 
chargeable to operations effect has 
been given to a reduction of $38,000 
in state unemployment insurance costs 
under the Hughes-Brees amendment, 
and to the Monroe county 2 per cent 
sales and use tax, the utility gross in- 
come taxes in the villages of East 
Rochester and Fairport, and the truck 
highway use tax. 

The following schedule shows the 
rates of return on rate bases previ- 
ously described herein during the year 
1951 and as estimated for 1952 under 
present rates for telephone service: 


Operating Revenues under present rates (from Table 3) 


1951 
$1,422,700 


1952 
Net Operating Income . $1,204,545 
Less: Pension Costs 
Charged to Miscel- 
laneous Income 


84,954 84,954 





Earnings Available for 
Return . 

Rate Bases 

Rates of Return 


1,337,746 
26,187,468 
5.1% 


1,119,591 
27,868,705 
4.0% 
Estimated Return under Company's 

Proposed Rates 

[3] Three exhibits, presented by J. 
Edward Wyckoff, commercial super- 
intendent of the company, set forth in 
detail the rate increases proposed by 
the company. These rates are shown 
later herein in Table 4. 

An estimate of the rate of return 
during 1952 under the rates proposed 
by the company may be computed as 
follows: 


$13,523,000 


Increase in Operating Revenues resulting from the 


application of company’s proposed rates 


Estimated Operating Revenues under company’s pro- 


posed rates 
Operating Expenses (from Table 3) 


Taxes Chargeable to Operations as shown in Table 3 


(3.25% 


Add State and City Revenue Taxes 
$1,339,495) 


Income Taxes 


Estimated Operating Expenses inc. Taxes ... 


Estimated Net Operating Income 
Less: Pension Costs charged to Income 


Available for Return 
Rate Base 
Rate of Return 


$14,862,495 
$10,210,745 
$1,543,805 
1,587,339 


1,240,000 


13,038,084 
1,824,411 


* 1952 wage increases completing a company pattern recently established and other factors 
more specifically described elsewhere in this memorandum will reduce the rate to less than 6 


per centum. 


This indicated rate of return is 
somewhat higher than I would con- 
sider necessary except for two eventu- 
alities which have not been given effect 
and which will adversely affect the rate 
of return in the near future. 

The new wage rates effective De- 
cember 30, 1951, did not include plant 


employees. Negotiations with this 
group of employees are now in prog- 
ress. The application to this group of 
the same wage pattern under which 
new wage agreements were consum- 
mated recently with other employees 
would mean a substantial increase in 
operating expenses. 
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As previously stated, the company is 
now engaged in the erection of a new 
central office building in the northern 
part of Rochester and has on order 
two dial central offices for installation 
therein scheduled for completion early 
in 1953. This will entail an expendi- 
ture of some $3,000,000. However, 
the installation of these two new dial 
offices will not result in a correspond- 
ing increase in revenue as the major 
part of the new equipment will be 
devoted to the improvement of service 
of present subscribers through reliev- 
ing the loads on other central offices 
and the provision of individual and 2- 
party service to the large number of 
residence subscribers who have been 
forced to accept 4-party service be- 
cause of the company’s present lack of 
facilities. Of the approximately 85,- 
000 residence telephones in Rochester, 
only about 16,000, or 19 per cent, are 
individual or 2-party whereas about 
69,000, or 81 per cent, are 4-party. 

I believe that the slight amount by 
which the indicated return exceeds 6 
per cent will be extinguished in the 
very near future and that the increase 
in the rate base of some $3,000,000 
due to the installation of two new dial 
central offices will depress the rate of 
return to below 6 per cent. In view 
of these factors I do not believe that 
the rates proposed by the company will, 
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on the average, produce more than a 
fair return. 


Rates Proposed by the Company 

For rate purposes the company’s 
exchanges outside of the city of Roch- 
ester are divided into three groups 
according to the number of telephones 
which may be called without toll 
charge. All of the exchanges in any 
group have the same local service 
rates, and the level of rates progress- 
ively increases from that in the lowest 
group. The following tabulation 
shows the exchanges in each rate 
group: 


Rate Group I—Up to 900 Stations 
Atlanta Gainesville Rush 
Bergen Hamlin Scottsville 
Caledonia Henrietta Silver Springs 
Castile Naples Springwater 
Churchville Nunda Victor 
Cohocton Pavilion Wayland 

Wyoming 
Rate Group II—901 to 3,000 Stations 
Avon Honeoye Falls Mt. Morris 
Brockport Leicester Perry 
Dansville LeRoy Pittsford 
Geneseo Lima Warsaw 
Hemlock Livonia Webster 
Rate Group III—3,001 to 6,000 Stations 
Canandaigua East Rochester Fairport 


The following schedule, designated 
Table 4, shows the present monthly 
rates for main station local service, 
the corresponding rates proposed by 
the company, the resulting increases, 
and the number of stations in each class 
of service: 
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TABLE 4 


Present 
Rates 


Group I Exchanges 

Business Service 
Individual 
Four-party 
Eight-party 
Rural 

Residence Service 
Individual 
Four-party 
Eight-party 


Group II Exchanges 

Business Service 
Individual 
Four-party 
Eight-party 
Rural 

Residence Service 
Individual 
Four-party 
Eight-party 
Rural 


Group III Exchanges 

Business Service 
Individual 
Four-party 
Eight-party 


Residence Service 
Individual 
Four-party 
Fight-party 
Rural 


Rochester 


3usiness Service 
Ind. Message Rate ... 
8-Party Flat Rate ... 


Residence Service 
Ind. Message Rate 
Ind. Flat Rate 
2-Party Flat Rate ... 
4-Party Flat Rate .. 
8-Party Flat Rate .. 


No. of 


Proposed by Company , 
Stations 


Rates Increase 


420 


4.25 
4.25 


Message Rate Service—Charges for Additional Local Messages 


Present Charges 
Up to 80 messages inc. in Base Rate 
Next 320 messages, each 5 
Next 400 messages, each 4.5¢ 
Over 800 messages, each 4.0¢ 


In addition to the foregoing in- 
creases in main station local service 
rates, the company proposes increases 
also in the rates and charges for mis- 
cellaneous services and facilities, in- 


41 


Proposed Charges 


Up to 80 messages inc. in Base Rate 
Next 720 messages, each 5.5¢ 
Over 800 messages, each 5.25¢ 


cluding private branch 
switchboards, stations and _ trunks, 
auxiliary lines, extension _ stations, 
semipublic service, mileage charges, 
and directory listings. 


exchange 
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I believe that a better balanced rate 
schedule and a more equitable distribu- 
tion of the revenue requirement would 


result from the following changes in 
the local service rates proposed by the 
company : 


Rate Rate Proposed 

Group Class of Service by Company Change to: 
III I ace: 2, Sawer epiltts we w tah es tol as $4.50 $4.75 
III EE fd 2 Sat 7a alae anedad o wale ohn eoiae 3.00 3.25 
III CE ER oe ey ee en ea: Co eae 3.25 3.50 
Ill EE cl od No wa aerate mauars Onna Senin’ 3.00 3.25 

Rochester Message Rate Service 

additional local messages over 800 per month ........ 53¢ 5¢ 


The annual revenue effect of the 
foregoing changes is a reduction of 
about $10,000. 

The rates proposed by the company, 
as set forth in the foregoing table, are 
appreciably higher than those in other 
cities in the state. This naturally 
raises the question of why this is nec- 
essary. The answer may be found, I 
believe, in a comparison of the reve- 
nues and expenses of the Rochester 
Company with those of the other prin- 
cipal telephone companies in the state. 

The operating expenses of the 
Rochester Company do not appear 
excessive by comparison. But when a 
comparison of revenues is made the 
material deficiency of toll revenue is at 
once apparent. Toll revenue per tele- 
phone in Rochester is about the lowest 
of any city in the state. It is obvious 
that to produce revenues sufficient to 
cover operating expenses and provide 
a fair return upon investment, such a 
material deficiency in toll revenue 
must be made up through higher rates 
for local service. 

Among the reasons suggested why 
Rochester is such a poor toll-usage city 
are: 

1. The bulk of toll revenue comes 
from the so-called “short-haul” traffic. 
The Rochester Company has a dispro- 
portionately low volume of this traffic 
because, first, there are no cities or 
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sizable villages in the territory sur- 
rounding or tributary to Rochester 
and, second, Lake Ontario to the north 
precludes any tributary toll traffic from 
that direction. 

2. Highly industrialized cities, such 
as Rochester, generally produce less 
toll traffic than do cities where the pre- 
vailing occupation is more of a busi- 
ness office nature. Large industries 
use telephone and telegraph leased lines 
between plants in different cities rather 
than message tolls. 

3. Rochester is of adequate size to 
be self-sufficient to a great degree, yet 
not geographically located so as to be 
a natural center for regional or national 
activities. 


Telephone Service 

During the progress of this pro- 
ceeding a survey of telephone service 
conditions in Rochester was made by 
Walter H. Taylor, senior telephone 
engineer with this Commission. This 
survey was based principally upon an 
analysis of subscriber complaints to 
the company and this Commission, and 
observations on some 16,000 calls. 

Mr. Taylor testified that subscriber 
complaints have decreased 65 per cent 
since 1946, and that the most preva- 
lent complaints at the present time are 
slow answers at manual switchboards 
and party-line interference. However, 
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the survey showed a wide variation 
in the number of complaints by central 
office districts—complaints being more 
prevalent in the Monroe, Hillside, and 
Culver areas than in the rest of the 
city. The respective levels of com- 
plaints by subscribers were corrobo- 
rated by the observations made on 
some 16,000 calls. 

William A. Kern, vice president of 
the company in charge of the traffic 
department, conceded the accuracy of 
Mr. Taylor’s service survey and 
attributed the service faults principally 
to inadequate central office equipment 
to handle the present traffic loads with 
dispatch and accuracy. He outlined 
how the installation of the new dial 
central offices scheduled for comple- 
tion early in 1953, with the resulting 
relief of traffic loads on present manual 
offices, is the company’s answer to 
present unsatisfactory service condi- 
tions. 

Mr. Taylor pointed out that the 
present high proportion of 4-party line 
residence telephones in the city (81 
per cent) is a source of annoyance to 
subscribers because of the frequency 
with which they are required to make 
several attempts to obtain a party line 
either for an outgoing or incoming 
call. The preponderance of 4-party 
residence service is not the fault of 
subscribers but rather is due in a large 
measure to the company’s lack of 
facilities to provide the better grades of 
service. Mr. Kern stated that with 
completion of the new dial offices early 
in 1953 subscribers generally through- 
out the city will be able to secure any 
grade of service which they desire. 

Mr. Taylor’s survey showed also 
that as of December 1, 1951, the com- 
pany was holding 1,456 unfilled appli- 
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cations for service as compared with 
14,399 unfilled applications on De- 
cember 1, 1948. 


Conclusion and Recommendation 


[4] Since the institution of hear- 
ings in this case, a number of letters, 
including petitions subscribed by 
groups of customers, have been re- 
ceived by the Commission urging the 
denial to petitioner of any increase in 
rates. Basically, the objections follow 
two general lines of argument; viz. 
(1) that present rates are relatively 
high in comparison with rates existing 
in areas served by other telephone 
companies ; and (2) that the quality of 
service rendered is such that the com- 
pany is not entitled to its present, much 
less an increased, rate of return. 

In addition, a few persons assert 
that, since they are required to pay 
their own increased Federal income 
taxes, companies rendering utility 
services should do likewise instead of 
passing them on to their customers. 
To all such—and their number is le- 
gion—the latter objective appears 
praiseworthy save for the fact that, if 
the return of the company thereby 
ceases to be adequate, this Commission 
is required by the decision of the Unit- 
ed States Supreme Court (Galveston 
Electric Co. v. Galveston, 258 US 
388, 66 L ed 678, PUR1922D 159, 42 
S Ct 351) to pass the tax on to the 
consumer. 

That telephone rates in the Roch- 
ester area are higher than in other 
similar areas is undeniable. The prin- 
cipal reasons for this situation, how- 
ever, lie not in the extravagance, in- 
efficiency, or wastefulness of manage- 
ment. A combination of complex 
causes, including unforeseen economic 
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events, social and inflationary changes, 
possible errors in business judgment 
committed long before World War II, 
and the peculiar geographical location 
and industrial pattern of the city of 
Rochester, have conspired to produce 
the result. 

Briefly stated, Rochester Telephone 
Company failed to convert to dial in 
the depression and low-cost days of 
the 1930’s; an unforeseen World War 
brought with it a complete hiatus in 
normal improvement and expansion 
followed, at its conclusion, by an un- 
precedented demand for service; the 
installation of increased plant to serve 
to some degree more than 50 per cen- 
tum additional customers was required 
in the past six years at inflated prices 
aggregating $19,000,000 ; the material 
price and wage cost balloon has con- 
tinued its uninterrupted ascension ; the 
Federal government has retained its 
practice of constituting the company a 
collecting agency for an excise tax of 
15 per centum added to monthly local 
service rates and, through recent in- 
creased Federal income taxes, has re- 
quired net earnings of $2.08, before 
such taxes, to return one dollar on in- 
vested capital. 

Rochester, of course, is not the sole 
telephone company affected by the pre- 
ceding events. Most of them have 
happened, in whole or part, to all con- 
cerns in the industry. But when there 
is added to the sum total the fact that 
the city, through geographical location 
and industrial pattern, has lower toll 
revenues per station than almost any 
city in the state, the answer to high 
local service rates becomes apparent. 

[5] A careful investigation con- 
ducted over a long period of time by 
the trained staff of this Commission 
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reveals no waste or extravagance in 
the operational procedures of the com- 
pany. The statutes of the state of 
New York compel us to fix rates, high 
though they may be, at a level where 
they will earn a fair return on the 
savings which some people have in- 
vested in utility securities that other 
people may have telephones and gas 
and electricity at their service. 

The telephone has come to be, for 
most people, a necessity in modern 
living. Its useful qualities should 
continue readily available for those 
who desire to enjoy them and who 
live within the area of economical serv- 
ice. It will not remain so, at least 
under private ownership, unless inves- 
tors can commit their savings to the 
enterprise with confidence of a fair 
return. 

[6] The second main objection to 
an increase—that the present quality 
of service does not warrant higher 
rates—presents a point of view which 
is readily understandable. When one 
pays a good price, he expects a similar 
standard in the commodity purchased. 

It was recognition of the service 
quality problem that caused the five 
months’ adjournment after the first 
hearing in this case in July, 1951. 
During that period a complete and 
thorough investigation was made of 
all phases of company service by mem- 
bers of the Commission staff under 
the supervision of a senior telephone 
engineer. An analysis was prepared 
of all subscriber complaints. Through 
the facility of a special switchboard, 
observations were made on 16,000 
calls. Detailed and accurate data 
were gathered respecting speed of an- 
swering call signals and service errors 
such as wrong numbers, cutoffs, and 





calls 
pare 
plai 
chai 
by : 
call: 
T 
clos 
pre 
oth 
Mo 
of | 
swe 
par 
per 
ice 


RE ROCHESTER TELEPH. CORP. 


calls by mistake. Charts were pre- 
pared to show the frequency of com- 
plaints in relationship to different ex- 
changes and the findings corroborated 
by switchboard observations of actual 
calls. 

The investigation and survey dis- 
closed that complaints were more 
prevalent in some exchanges than 
others—notably Culver, Hillside, and 
Monroe—and the most frequent causes 
of complaint were and are slow an- 
swers at manual switchboards and 
party-line interference. Eighty-one 
per centum of residence telephone serv- 
ice in the city of Rochester consists of 
4-party lines and 90 per centum of 
such service in areas outside the city 
are 4-party, 8-party, and rural lines. 
This situation breeds annoyance 
among subscribers who are frequently 
required to make several attempts to 
obtain a party line for outgoing or in- 
coming calls. 

The study made abundantly clear 
that service faults can be attributed 
principally to inadequate central office 
equipment to handle present traffic 
loads with dispatch and accuracy and 
to the company’s lack of facilities to 
provide better grades of service. 

There can, therefore, be but one 
answer to future improved service— 
installation and expansion of plant and 
equipment, including the complete and 
expedited changeover from manual to 
dial operation. The company recog- 
nizes the fact. It has already com- 
menced the erection of a new central 
office building and has on order two 
dial central offices for installation 
therein, scheduled for completion in 
early 1953. This project entails an 
expenditure of approximately $3,000,- 
000. 


Where, however, can the Rochester 
Telephone Company obtain the mil- 
lions of dollars required for the pur- 
chase and installation of the equipment 
necessary to enable its customers to 
obtain the kind and quality of service 
they desire? It must attract the accu- 
mulated savings of thousands of people 
by the issuance and sale of debt or 
equity securities or both. It will be 
compelled to compete in the open mar- 
ket with securities of other companies 
offering good dividends and good 
rates of interest with assurance of 
safety. 

Since the only approach to better 
service in the Rochester area is more 
abundant and improved equipment, 
there lies before this Commission two 
roads—one of which it must follow. 
It may either ignore the duty imposed 
upon it by the statutes of the state of 
New York to grant a fair return to 
invested capital and starve the com- 
pany so that it will be unable to pur- 
chase and install necessary equipment 
or it can take the sole road to improved 
service by fixing rates which yield a 
fair return, It may adopt a course 
which sentences the people of the 
Rochester area to a service which can- 
not improve but will steadily deterio- 
rate or it may pursue the route which 
leads to the eventual solution of the 
service problem. 

There are hundreds of people today 
residing in the area served by this 
company who want, yet are denied, the 
use of a telephone. There are thou- 
sands of others who desire a more 
individual telephone service with the 
assurance that when matters of im- 
portance arise or in an emergency, 
they will not be forced to wait inter- 
minably for the use of a 4- or 8- party 
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line. Granted rates which will enable I recommend that an order be 

it to install the necessary equipment, adopted permitting the company to file 

Rochester Telephone will be able to and make effective its proposed tariff 

solve the problem. as amended by the changes in local 
Sound reason and logic admit but service rates specified herein. 

a single answer. 
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Public Utilities Commission 


Vv 


Bangor Hvydro-Flectric Company 


F.C. No. 1382 
January 17, 1952 


ETITION by electric company requesting approval of new 
P schedule of rates; modified rate increase authorized; supple- 
mental decree issued January 22, 1952. 


Rates, § 46 — Basis for determination — Projections into the future. 
1. Rates should be established on the basis of presently known facts, leaving 
to future determination rate requirements which the future may produce if 
conditions change, since rate making based on projections is uncertain, 
speculative, and unsatisfactory, p. 49. 

Rates, § 46 — Method of determination — Test year — Future estimates. 


2. A Commission may properly base rates on results in a test year rather 
than on an estimate as to future operations, p. 49. 


Valuation, § 224 — Rate base — Plant under construction. 
3. Plant under construction will be included in the rate base of an electric 
company only when no interest has been charged upon it and included in 
the plant account and when such plant is to be placed in service in the near 
future, p. 50. 


Valuation, § 307 — Working capital allowance — Electric company. 
4. An electric company was permitted to include in its rate base a working 
capital allowance comprised of investment in materials and supplies plus 
one and one-half months of maintenance and operating expenses, excluding 
depreciation and taxes, p. 52. 

Valuation, § 290 — Working capital allowance — Minimum bank balance. 
5. An electric company was not permitted to include in its working capital 
allowance a sum of money representing minimum bank balance requirements 
in order to avo#l payment of bank service charges where it appeared that 
the payment of such charges and their inclusion in operating expenses would 
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cost the ratepayers much less than payment of the amount necessary to pro- 
vide a fair return on minimum bank balance requirements, p. 52. 


Valuation, § 299.1 — Working capital allowance — Tax accruals as offset. 


6. Cash accrued for Federal income tax purposes by a public utility should 
be deducted from its working capital requirements, p. 52. 

Return, § 24 — Reasonableness — Attraction of capital. 
7. Rates to be reasonable and just must be such as to provide sufficient 
revenue to meet legitimate requirements for expenses of maintenance and 
operation, including depreciation and taxes, and to permit sufficient earn- 
ings over and above such expenses to provide a reasonable compensation for 
the hazard attendant upon the investment, comparable to that obtainable 
from investments of similar character, and sufficient to attract capital and 
maintain the financial integrity of the enterprise, p. 54. 

Return, § 26 — Reasonableness — Cost of capital. 
8. The bare cost of capital is not necessarily a fair rate of return, since 
it may be reasonable and proper to establish the rate of return at a level 
slightly above such cost to make possible some reasonable addition to 
surplus, p. 55. 

Return, § 21 — Reasonableness — Confiscation point. 
9. A reasonable and just return for a utility may be higher than the mini- 
mum below which confiscation would occur, p. 55. 

Return, § 87 — Electric utility. 
10. A rate of return of 53 per cent was considered reasonable for an electric 
utility, p. 55. 

Return, § 27 — Dividend pay-out ratio — Electric utility. 
11. Earnings of an electric utility which make possible the payment of 
dividends upon the basis of a pay-out ratio of approximately 77 per cent 
were considered reasonable, in that the dividend rate was adequate and the 
ratio not out of harmony with the current average ratio of dividend pay-out 
by similar utilities, p. 55. 

Depreciation, § 31 — Salvage value. 
12. Salvage values must be computed with some accuracy and be reflected 
in the ultimate depreciation rates employed, p. 56. 


Depreciation, § 1 — Burden of proof. 
13. The burden of proof to establish the propriety of the depreciation 
charges is upon the utility, p. 56. 

Depreciation, § 51 — Proper rate for electric company. 
14. A depreciation rate of 2.2809 per cent was considered proper for an 
electric utility, p. 56. 


Valuation, § 290 — Working capital — Minimum bank balance. 
Statement that where operating expenses for a certain period have been 
allowed as part of working capital, the addition of minimum bank balances 
is a duplication and confusion of methods, p. 53. 


* 


APPEARANCES: Albert C. Blan- Electric Company; Ernest L. Good- 
chard, Bangor, for Bangor Hydro- speed, Augusta, for state of Maine; 
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John T. Quinn, Bangor, for Kingman 
Electric Co-operative; Robert Clark, 
Calais, for Dennys River Electric Co- 
operative; Hon. William S. Silsby, 
Aurora, for Union River Electric. 


By the Commission: Bangor 
Hydro-Electric Company (sometimes 
hereinafter referred to as “the com- 
pany’’) is a corporation organized, es- 
tablished, and existing under, and by 
virtue of, the iaws of the state of 
Maine and having its office and prin- 
cipal place of business at Bangor in 
the county of Penobscot and state of 
Maine. It is an “electrical company” 
and hence a “public utility” as those 
terms are defined in R. S. Chap 40, § 
15, and is, therefore, subject in general 
to the jurisdiction of this Commission. 
The company generates, purchases, 
transmits, distributes, and sells, for 
residential, industrial, commercial, mu- 


nicipal, and other purposes, electrical 
energy in major parts of Penobscot, 
Hancock, and Washington counties, 
together with the southeast section of 
Piscataquis county, all of which terri- 
tory is situated in the eastern part of 


the state of Maine. Generating facili- 
ties include hydroelectric, diesel-elec- 
tric, and gas turbine electric stations. 
Water flow is controlled by storage in 
the drainage areas of Union river, East 
Machias river, and Piscataquis river. 
Flow of the Penobscot river is con- 
trolled by the company in conjunction 
with Great Northern Paper Company. 
Transmission is by means of a 44- 
kilovolt system and a 33-kilovolt sys- 
tem. Interconnection with an adjoin- 
ing electric utility, Central Maine 
Power Company, is maintained by 
means of a 110-kilovolt transmission 
line from Veazie to Bucksport. The 
distribution system currently being 
92 PUR NS 


operated consists of about 1,600 miles 
of single-phase and 3-phase lines, 
about 50 per cent of which are located 
on poles owned jointly with New Eng- 
land Telephone and Telegraph Com- 
pany. The number of domestic cus- 
tomers is in excess of 37,000. 

On June 15, 1951, Bangor Hydro- 
Electric Company filed with the Public 
Utilities Commission a new schedule 
of rates, issued to become effective 
August 1, 1951. Said schedule is 
designated “Schedule No. 3 Bangor 
Hydro-Electric Company.” It pur- 
ports to cancel the company’s existing 
“Schedule No. 2” and proposes to 
establish a general revision of rates 
calculated to provide, according to 
company testimony and exhibits, upon 
the basis of 1951 operations, addition- 
al gross revenue of approximately 
$550,000. 

By order issued July 27, 1951, con- 
taining a statement of its reasons for 
such action, which said statement was 
duly filed with said schedule, and an 
attested copy thereof delivered to 
Bangor Hydro-Electric Company, the 
operation of said Schedule No. 3 was 
suspended for three months from July 
27, 1951. Subsequently, by like ac- 
tion taken on October 26, 1951, the 
operation of said schedule was further 
suspended for an additional period of 
five months from said October 26, 
1951, “unless otherwise ordered.” 

On October 1, 1951, a public hear- 
ing upon said rate Schedule No. 3 was 
ordered to be held at the courthouse in 
3angor, Maine, on October 15, 1951, 
at 10 o’clock in the forenoon, Eastern 
Standard Time. Accordingly, public 
hearing was held at said courthouse in 
Bangor on October 15, 1951, and fur- 
ther testimony was taken at the same 
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place on November 26, 1951. Notice, 
including publication in the Bangor 
Daily News and Bangor Evening 
Commercial, was proved to have been 
given as ordered. Appearances were 
entered as above noted. 

In support of the filed rates the com- 
pany presented at the hearing a series 
of well-prepared exhibits and the able 
testimony of its vice president and 
general manager, Mr. Robert N. 
Haskell. Stated briefly, and in gen- 
eral terms, it is the company’s con- 
tention that recently lower net earn- 
ings, higher net investment require- 
ments, and prospective reduction in 
net income to arise from estimated in- 
creased expenses, including increased 
l‘ederal income tax rates, combine to 
produce a return upon the company’s 
net investment which is now below 


the “fair return” required by R. S. 
Chap 44, § 16, and which, based upon 
its estimates and prognostications for 
1952, will become inadequate to a 
greater degree if present rates are not 
increased. 


1951 Adopted As Test Year 


[1, 2] In approaching the issues 
involved, we think the propriety and 
reasonableness of the rates, present 
and proposed, with respect to the com- 
pany’s return upon its investment, can 
best be measured in the instant case, 
by adopting the calendar year 1951 
as the basis of consideration. It is 
the nearest year for which we have the 
figures before us. Exhibits offered at 
the hearing, consisting of eight 
months’ actual and four months’ esti- 
mated figures, have now been supple- 
mented so that we shall deal with ten 
months’ actual and two months’ esti- 


[4] 
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mated figures, which should be produc- 
tive of a reasonable yardstick. 

Although the company has made 
numerous projections and forecasts for 
1952 upon the basis of which it arrives 
at its alleged revenue requirements, 
such forecasts, though undoubtedly 
made with expert skill and in the ut- 
most good faith, are inherently uncer- 
tain, speculative, and unsatisfactory 
for testing alleged revenue require- 
ments. We do not contend that the 
projections thus made will necessarily 
prove incorrect ; but we think the rates 
should be established on the basis of 
presently known facts leaving to future 
determination rate requirements which 
the future may produce from condi- 
tions arising in the future. Thus, we 
propose to ascertain the earnings nec- 
essary for a fair return for 1951, the 
actual return for the year, and the 
amount of additional revenue required 
to produce such fair return upon the 
basis of 1951 operations, when ad- 
justed to allow for changes arising 
from presently known factors. We 
shall leave future changes to future 
cases. 

The propriety of such a test-year 
approach, to the exclusion of future 
projections, has been established in 
Panhandle Eastern Pipe Line Co. v. 
Federal Power Commission (1945) 
324 US 635, 649, 89 L ed 1241, 58 
PUR NS 100, 65 S Ct 821, and in 
Re Central Vermont Pub. Service 
Corp. (1950) 116 Vt 206, 209, 83 
PUR NS 47, 71 A2d 576. See also 
Re Public Service Co. (NH) D-R 
2989, 92 PUR NS —, Commission 
decision issued July 6, 1951; Public 
Utility Commission v. Equitable Gas 
Co. (Pa 1945) 61 PUR NS 113, 
118; Re Salt Lake City Lines (Utah 
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1949) 78 PUR NS 1, 9; Public Serv- 
ice Commission v. Mountain Fuel 
Supply Co. (Utah 1947) 73 PUR NS 
428, 433; Re Cities Service Gas Co. 
(1943) 3 FPC 459, 50 PUR NS 65, 
89. 


Plant Investment 


[3] Company’s Exhibit 4, page 2, 
as later supplemented by additional 
data supplied at the Commission’s re- 
quest, places in evidence original book 
cost figures showing Electric Plant in 
Service, Construction Work in Prog- 
ress, Contributions, Depreciation Re- 
serve, etc., month by month, with cer- 
tain 12-month averages. The exhibit 
includes the year in question. It will 
be noted that Construction Work in 
Progress, which rose constantly from 
$2,556,481.89 in January, 1951, to 
$3,943,346.21 in November of the 
same year, dropped sharply to $636,- 
186.84 in December when books were 
adjusted at the year end by the trans- 
fer of completed projects to Plant in 
Service. We are satisfied, however, 
that actually completed projects were 
placed in service at various times 
throughout the year, though the books 
were not adjusted until December. 
Since we propose, in ascertaining the 
company’s return for 1951, to use an 
investment figure representing an 
average for the year, rather than a 
year-end figure, we requested the com- 
pany to supply us with the data show- 
ing the Construction Work transferred 
to Plant in Service month by month, 
as actually placed in use. This has 
been done, and the company has fur- 
ther broken down the remaining Con- 
struction Work in Progress between 
those items upon which interest is 
being charged and capitalized during 
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construction and certain other items 
upon which no such interest has been 
charged. 

In accordance with well-established 
principle we shall exclude from the 
rate base plant under construction 
when interest has been charged and 
included in the plant account. Re 
Central Vermont Pub. Service Corp., 
supra; Re New England Teleph. & 
Teleg. Co. (1949) 115 Vt 494, 504, 
505, 79 PUR NS 508, 518, 66 A2d 
135; New England Teleph. & Teleg. 
Co. v. New Hampshire (1949) 95 NH 
353, 78 PUR NS 67, 79, 64 A2d 9. 
See also Ohio Bell Teleph. Co. v. 
Public Utilities Commission (1936) 
131 Ohio St 539, 582, 15 PUR NS 
443, 3 NE2d 475; Northern States 
Power Co. v. Public Service Commis- 
sion (1944) 73 ND 211, 53 PUR NS 
143, 154, 13 NW2d 779. 


On the other hand, items of con- 
struction upon which interest has not 
been charged should be taken into 
account and included in the rate base 
when such new plant is to be placed in 


service in the near future. Re Wis- 
consin Pub. Service Corp. 2-U-2794, 
Nov. 6, 1948, 33 Wis PSC 436; Re 
Jamaica Water Supply Co. (NY) 
Case 14296, July 13, 1949. 

As shown by the following table, 
we have arrived at averages based 
upon monthly figures for 1951. After 
excluding $381,343.37, representing 
the average amount of Construction 
Work in Progress upon which inter- 
est was charged, the balance of such 
average construction amounts to 
$301,960.53. This added to the aver- 
age Electric Plant in Service produces 
Total Plant in the amount of $22,- 
526,855.82. From such total gross 
plant we deduct Contributions, in the 
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amount of $83,484.79, and also the 
average Depreciation Reserve. The 
Depreciation Reserve, average for 
1951, we find to be $2,979,112.80. 
From this, however, we shall deduct 
$52,682 to adjust for the disallow- 
ance hereinafter made of the like 
amount from 1951 Depreciation Ex- 
pense. Total deductions thus become 
$3,009,915.59. The resulting 1951 


Average Net Plant is $19,516,940.23. 


Working Capital 

[4-6] In computing the company’s 
investment upon which a return is to 
be permitted it is necessary that we 
ascertain the extent to which the cap- 
ital of investors is necessarily tied up 
in materials and supplies and operating 
expenses during the period when serv- 
ice is being rendered but payment 
from the customers has not yet been 
received. This problem has béen ap- 
proached by several different methods 
by various regulatory bodies. Among 
the methods used are the balance sheet 
method (deduction of current liabil- 
ities from current assets), an exami- 
nation of bank balances to ascertain 
cash requirements, the use of one, one 
and one-half, or two months’ operat- 
ing expenses less depreciation and tax- 
es, the adoption of various percentages 
of total operating expenses, and even 
percentages of total revenues. These 
methods are, however, alternatives. 
It is not general practice here or else- 
where, in ascertaining cash require- 
ments additional to materials and 
supplies, to combine any two of 
these methods or to adopt more than 
one. 

We think there has been some con- 
fusion in the company’s approach. 
Exhibit 4, page 16, proposes that we 
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include in working capital require- 
ments certain amounts representing 
Prepaid Insurance, Prepaid Municipal 
Taxes, Materials and Supplies, one 
and one-half months’ Maintenance and 
Operating Expenses, and in addition 
Bank Balance Requirements alleged to 
be $387,500, making a total slightly in 
excess of $1,000,000, which latter 
figure is used by the company, for 
purposes of this case, as its working 
capital requirement. 

Prepaid Insurance in the amount of 
$44,426.12 is, according to Mr. 
Haskell’s testimony, already included 
in operating expenses to the extent of 
about 85 per cent. In any event, his 
testimony was to the effect that the 
company would be content to have this 
item excluded. We shall do so. 

Likewise, we think no separate pro- 
vision necessary for prepayment of 
municipal taxes, funds being accrued 
from the ratepayers for that purpose 
throughout the year. 

This Commission has no question 
that materials and supplies are prop- 
erly included in working capital re- 
quirements and we accept the com- 
pany’s figure of $308,150.59. 

Furthermore, in consonance with 
the principle we have applied in many 
cases, and in conformity with decisions 
of many courts and Commissions, to 
cover the interim before payment of 
customers’ bills, generally rendered by 
this company monthly, in arrears, we 
think it fair to conclude that cash 
working capital requirements are rea- 
sonably represented by one and one- 
half months’ maintenance and operat- 
ing expenses excluding depreciation 
and taxes. This figure, as set forth in 
the aforesaid company’s exhibit, is 
$203,086.24. 
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In connection with its request for 
an additional allowance of $387,500 
representing minimum bank balance 
requirements, the company placed 
much reliance upon the fact that this 
amount is necessary in order to avoid 
payment of bank service charges on 
the deposits. Cross-examination, 
however, elicited the fact that payment 
of such charges and inclusion of same 
in operating expenses would cost the 
ratepayer much less than payment of 
the amount necessary to provide a fair 
return on this item. Under these cir- 
cumstances the company’s claim should 
not be allowed. See Pfeifle v. Penn- 
sylvania Power & Light Co. (Pa 
1945) 57 PUR NS 1, 23. 

In any event, we are of opinion that 
the cash provided by one and one- 
half months’ operating expenses is cal- 
culated to meet all cash working 


capital requirements. Adding bank bal- 
ances thereto is a duplication and con- 


fusion of methods. It has not been 
the practice of this Commission to al- 
low bank balances in addition and we 
think it has generally been held in 
other jurisdictions that where operat- 
ing expenses for a certain period have 
been allowed the full cash working 
capital requirement has been met, with- 
out adding bank balances thereto. 
Cleveland Electric Illum. Co. v. Cleve- 
land (Ohio 1947) 67 PUR NS 65, 83; 
Re Pennsylvania Water & Power Co. 
(FPC 1949) 82 PUR NS 193, 265; 
Re Connecticut Light & P. Co. 
(Conn) Docket No. 8168, Jan. 28, 
1949 ; Re Central Vermont Pub. Serv- 
ice Corp. (Vt 1949) 82 PUR NS 
601. 

Accordingly, we make no allowance 
for bank balances and reach what 
would appear to be a total work- 
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ing capital requirement (materials 
and supplies plus one and one-half 
months’ maintenance and operating 
expenses) of $511,236. 

On the other hand, through the 
regular monthly collection of amounts 
accrued far in advance for Federal 
income tax purposes, the company has 
available at all times large sums sup- 
plied not by the investors, but by the 
ratepayers. Under present laws the 
company’s Federal income tax for a 
given year is not paid until March and 
June of the year following. 

From the company’s Exhibit 5 as 
filed in this case, page 10 reports the 
amount of income taxes for 1950 as 
$591,072.82, and further, on page 9 
(as corrected) of the same exhibit, the 
taxes for 1951 as $680,493.04: there- 
fore, we find that for the year 1951 
such tax accruals provided a monthly 
average cash balance of $540,996.61, 
as shown on page 54. 

This cash, provided by the rate- 
payers and available to meet working 
capital requirements, is more than suf- 
ficient to offset what would otherwise 
be required as hereinbefore set forth. 
To allow the company a return upon 
these funds supplied by the rate- 
payer, not the investor, would, in 
our judgment, produce inequitable 
results. 


In Re Southern Bell Teleph. & 
Teleg. Co. (Ky 1948) 76 PUR NS 
33, it was said at page 38: “In so far 
as it goes this record indicates that 
advance payment of revenues and de- 
layed payment of accrued taxes more 
than offset actual cash requirements. 
To permit the company, then, to earn 
on this sum amounts to its earning 
upon money advanced by the customer 
instead of the investor.”’ 
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To the effect that cash similarly ac- 
crued for Federal income tax purposes 
should be deducted from working 
capital requirements, see Re Michigan 
Consol. Gas Co. (Mich 1949) 79 
PUR NS 445, 449; Re Consolidated 
Edison Co. (NY) Case 13423, Dec. 
30, 1948. This is true notwithstand- 
ing the possibility that corporate in- 
come taxes may hereafter be changed 
so as to affect materially the funds 
available from tax accruals, since the 
Commission must decide such matters 
by the law as it stands. Re Citizens 
Teleph. Co. (Ky 1950) 83 PUR NS 
129. 





Rate Base 


In the light of the foregoing, and 
making use of round figures, we find 
that, upon the evidence, the fair value 
of all the company’s property used 
and useful in its public service is $19,- 
517,000. 


Fair Rate of Return 


[7] Rates, to be “reasonable and 
just” (R.S. Chap 40, § 16), though 
they must never exceed the value of 
the service, must be such as to provide 
sufficient revenue to meet the utility’s 
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Taxes 
..... $591,072.82 
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digs eenmelae oe tacate ec 56,707.75 704,488.32 
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$6,491,959.37 


1/12 of $6,491,959.37 = $540,996.61—1951 monthly average. 


legitimate requirements for expenses 
of maintenance and operation, includ- 
ing depreciation and taxes, and to 
permit sufficient earnings over and 
above such expenses, to provide a rea- 
sonable compensation for the hazard 
attendant upon the investment, com- 
parable to that obtainable from invest- 
ments of similar character, and suf- 
ficient to attract capital, and maintain 
the financial integrity of the enterprise. 
Bluefield Water Works & Improv. Co. 
v. West Virginia Pub. Service Com- 
mission 262 US 679, 693, 67 L ed 
1176, PUR1923D 11, 43 S Ct 675; 
Federal Power Commission v. Hope 
Nat. Gas Co. (1944) 320 US 591, 
603, 88 L ed 333, 51 PUR NS 193, 64 
S Ct 281 ; Colorado Interstate Gas Co. 
v. Federal Power Commission (1945) 
324 US 581, 605, 89 L ed 1206, 58 
PUR NS 65, 65 S Ct 829. 

Bangor Hydro-Electric Company 
presented testimony, and the state by 
its exhibits placed evidence before us, 
bearing upon the determination of the 
rate of return to be allowed, over and 
above expenses, both parties adopting 
the cost of capital approach. 

As appears from state’s Exhibit 2, 
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the company’s capitalization, ratio of 
each type of capital to the total, cost 
of each class of capital and ratio of 


such cost to the amount thereof, all 
taken December 31, 1951, are as fol- 
lows: 


Amount % Cost Rate 


Bonds 
Preferred Stock .... 
Common Stock & Surplus 


$10,000,000.00 
4'734,000.00 
6,406.379.75 


47.30 
22.39 
30.31 


2.8748% 
5.6098 % 
7.33379 


$287,482.00 
265,570.00 
469,827.71 





$21,140,379.75 


State’s Exhibit 2, which the testi- 
mony shows was prepared by the com- 
pany, shows estimated earnings on 
the common stock and surplus, under 
the proposed rates, for the year 1952, 
of 9.6041 per cent. Mr. Haskell tes- 
tified that these figures were prepared 
“to show that the earnings of 9.6041 
per cent resulting on the common 
stock were something in a reasonable 
range . .. ,” notwithstanding his 
contention, developed in further testi- 
mony, that the actual historical cost of 
such capital had been materially high- 
er, when measured by earnings per 
share in the year in which such stock 
was issued. 

Under existing conditions, and 
after consideration of all the evidence, 
we find that net earnings upon the 
common stock and surplus of 10 per 
cent should be sufficient to accomplish 
the necessary purposes. 

We further find that the existing 
ratios of bonds, preferred stock, and 
common stock and surplus to total 
capital are not unreasonable and that 
they should be adopted for use in our 
computation of cost of capital. 

Accordingly, we compute the cost 
of capital as follows: 


Per Cent of 
Total Rate 


Debt Capital 47.30 X 2.8748% = .0135 
Preferred Stock ... 22.39 X 5.6098% = .0125 
Common Stock and 

Surplus 30.31 X 10% = .0303 


IE GI ac pcccaccsncsaccenda 0563 





100.00 


[8-11] It is generally recognized 
that the bare cost of capital is not nec- 
essarily a fair rate of return, and that 
it may be reasonable and proper to 
establish the rate of return at a level 
slightly above such cost, and to make 
possible some reasonable addition to 
surplus. United R. & Electric Co. v. 
West, 280 US 234, 251, 74 L ed 390, 
PURI930A 225, 50 S Ct 123. A 
reasonable and just return may be 
higher than the minimum below which 
confiscation would occur. Banton v. 
Belt Line R. Corp. (1925) 268 US 
413, 422, 69 L ed 1020, PUR1926A 
317, 45 S Ct 534. We are of the 
opinion that, for purposes of the in- 
stant case, a fair rate of return is 

# per cent. 

The application of that figure to the 
rate base of $19,517,000 would pro- 
duce a required return of $1,122,227. 
In 1951 such a return would have re- 
sulted in the following : 


$1,022,879.71 4.8385% 


$1,122,227 
560,570 
$561,657 


Bond Interest 


Pfd. dividends 265,570 





Net earnings on common stock ... 


This is equivalent to earnings of 
approximately $2.07 per common 
share which makes possible payment 
of dividends at the current annual rate 
of $1.60 per share, upon the basis of 
a pay-out ratio of approximately 77 
per cent. We think the present divi- 
dend rate adequate and the above 
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ratio not out of harmony with the cur- 
rent average ratio of dividend pay-out 
in electric utilities, and we deem this 
result fair and reasonable. 


1951 Operations 


[12-14] The company has, in gen- 
eral, excluded from its operating ex- 
penses such items as are connected with 
sales of merchandise, a nonoperating 
activity. Various expenses have, 
where necessary, been divided by 
processes of allocation. While some 
reasonable allocation of depreciation 
and certain municipal taxes might 
produce a more accurate result, we 
think for purposes of the instant case 
that a detailed review of all such al- 
locations would be unlikely to produce 
any substantial change in our conclu- 
sions. We reserve, however, the pos- 
sible further consideration of this sub- 
ject until future circumstances may 
warrant it. 

As shown by company’s Exhibit 
5, page 11, 1951 earnings, based on 
eight months’ actual figures and four 
months’ estimated, were $1,022,879. 
To this should be added the increase in 
actual over estimated net for Sep- 
tember and October, as shown by page 
3 of document entitled “Additional 
Data As Requested at State Cross- 
examination in M.P.U.C. No. F. C. 
1382 As Conducted in Bangor on 
November 26, 1951,” amounting to 
$19,118, giving a total (ten months’ 
actual, two months’ estimated) of $1,- 
041,997, 


Depreciation Expense charged by 
the company in 1951 amounted to 
$480,464.38, or 2.5618 per cent of 


depreciable plant. This percentage is 
2 composite compiled by the company 
92 PUR NS 


based upon various lengths of life for 
various types of plant as set forth in 
the exhibit. The testimony shows 
that the percentage of yearly deprecia- 
tion applied to each type of plant was 
arrived at without any specific consid- 
eration of net salvage values. Accord- 
ing to Mr. Haskell’s original testi- 
mony, the percentages assume the com- 
plete consumption of the various items 
of plant. Although the witness took 
the position that salvage had been con- 
sidered, simply because the lengths of 
life used were, in his opinion, other- 
wise excessive, he admitted that the 
company had no record showing spe- 
cific consideration of salvage values in 
the development of these percentages. 
Had such values been taken into ac- 
count the length of life would not have 
been reflected by an even number of 
years in all cases. Since depreciation 
represents the loss in service value, or 
the difference between book cost and 
net salvage value, it is essential that 
salvage values be computed with some 
accuracy and reflected in the ultimate 
depreciation rates employed. We do 
not think it sufficient for the company 
to rely on the general assertion that 
this factor is offset by the use of life 
lengths that are excessive. Nor are 
we impressed by the contention that 
the rate of depreciation makes no dif- 
ference to the consumer. 

State's Exhibit 1 shows the sub- 
stantial amounts of net salvage realized 
over a period of years. From the com- 
pany’s annual reports to this Commis- 
sion we find that such net salvage over 
the last nine years has averaged 10.965 
per cent of Depreciation Expense, as 
shown by the following table: 
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Dearing in mind that tie burden 
of proof to establish the propriety of 
its depreciation charges is upon the 
company, we think the general state- 
ments of the witness Haskell regarding 
salvage, unsupported by any records or 
computations, are insufficient to sus- 
tain such burden, and we believe that 
under the circumstances, and upon the 
record as it stands, it is reasonable and 
proper for us to reduce, for rate-mak- 
ing purposes, the depreciation expense 
by the disallowance of 10.965 per cent 
thereof representing net salvage values. 
This results in a depreciation rate of 
2.2809 per cent and a depreciation ex- 
pense adjustment of $52,682. De- 
ducting that amount from the $480,- 
464 depreciation charge for 1951, we 
find that, upon the evidence, a sufficient 
charge would have been $427,782. 

In ascertaining the return earned by 
the company in 1951 the amount of 
the above adjustment should be added 
to net earnings. Nor does this depre- 
ciation adjustment necessitate any re- 
sulting adjustment in the Federal in- 
come tax, since the amount actually 
paid is unaffected by our calculations 
for rate-making purposes. Thus, we 
summarize the results for 1951 as fol- 
lows: 


Depreciation 


$335,404.56 


Per Cent of 
Salvage to 
Depreciation 
Expense 
6.080 
5.042 
2.658 
2.111 
8.022 
7.533 
25.131 
14.529 
21.914 


10.965 


Net 

Salvage 
$20,394.82 
16,215.08 
8,561.81 
6,814.40 
26,554.02 
25,535.69 
$9,465.14 
56,994.22 
95,481.63 


$346,016.81 


Expense 


321,600.00 
322,100.00 
322,800.00 
331,660.00 
339,000.00 

356,000.00 
392,000.00 
435,700.00 


. $1,022,879 
19,118 
52,682 


. $1,094,679 


Return as per Exhibit 5, page 11 
Add increase in Sept. & Oct. net .. 
Add depreciation adjustment 


Total net return 


When that amount is divided by the 
rate base hereinbefore determined the 
rate of return for the year 1951 is 
found to have been 5.6 per cent. 


Adjustments for Altered Conditions 


There are, however, certain 
changed conditions which have defi- 
nitely occurred which, from the evi- 
dence, should be taken into account 
in computing required revenues. They 
consist of the following: 


(1) Increase in rate of Federal in- 
come tax from the 503% effec- 
tive rate applied in 1951 to a rate 
of approximately 52%. From 
Exhibit 5, page 9, we find that 
the increase in the company’s tax 
for 1951, had the 52% rate been 
in effect throughout the year, 
would have been : 
Data supplied by the company 
under date of December 14, 1951, 
at the request of the Commission, 
indicates that negotiations con- 
cluded with the International 
Brotherhood of Electrical Work- 
ers, Local 1326, have increased 
wage rates for certain company 
employees in the amount of 10 
cents per hour. This, disregard- 
ing certain “fringe benefits” of 
uncertain but minor effect, would 
have increased the company’s 
payroll (less construction) in 
1951 in the amount of approxi- 
mately 


$16,896 


83,000 
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(3) As shown by Exhibit 5, page 5, 
and explained in the testimony, 
3.6% of payrolls is to be accrued 
for pensions. We compute this 
adjustment as follows: 

1951 Payroll (less 
construction) .. $1,125,913 
Add wage increase .. 83,000 


3.6% of .......... $1,208,913= 43,520 
The additional wages totaling 
$83,000 entail additional Social 
Security and 
taxes aggregating 23%. 
item amounts to .......... 


Unemployment 
This 


Partially offsetting these increases 
in expenses is an item of $90,000 re- 
duction in expenses occasioned by re- 
peal of the excise tax on the sale of 
electric energy. Thus, we adjust the 
1951 return for changed conditions, as 
follows : 


1951 return (as above) ........... $1,094,679 


If income tax had been at the 52 
per cent rate throughout the year 
it would have cost an additional 16,896 


The return would have been $1,077,783 
Further adjustments as hereinbe- 
fore explained: 
Wage increases 
Pensions ae 43,520 
Social Security and Un- 
employment taxes ... 2,075 


Eek kaise eeukc ores $128,595 
Less repeal of Federal 
excise tax 90,000 


Net increase in expenses 38,595 
But resulting reduction in income 
tax would offset 52 per cent, 
leaving a net increase of 48 per 
cent to be deducted from return $18,526 
$1,059,257 
62,970 
1,122,227 


Return would be 
This falls short by 
Of required return of 


Revenue Requirement 


Since the income tax will absorb 
52 per cent of any increase in revenue 
the amount of additional revenue nec- 
essary to produce the foregoing re- 
turn is approximately $131,000. We 
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shall allow rates calculated to produce 
that amount, or a total gross revenue 
of approximately $4,539,000, on the 
basis of 1951 operations. 


Rates 


Upon consideration of all the evi- 
dence, including evidence of prior rate 
adjustments and other factors bearing 
upon the distribution of the rate bur- 
den, we are of the opinion that the 
aforementioned additional revenue of 
$131,000 should be derived from rate 
increases in the classes of service, and 
in the approximate amounts, herein- 
after set forth, no change to be made in 
the present minimum for Class A, 
Residential Service, and due allow- 
ance to be made for such residential 
consumers as were affected by the 1948 
increase in certain residential rates. 

Therefore, it is 


Ordered, Adjudged, and Decreed 


(1) That the rates, tolls, and 
charges contained in “Schedule No. 3 
Bangor MHydro-Electric Company” 
filed with this Commission on June 
15, 1951, by Bangor Hydro-Electric 
Company to become effective August 
1, 1951, are unjust, unreasonable, and 
unjustly discriminatory and that same 
be and hereby are disapproved, disal- 
lowed, and rejected and shall not be- 
come effective. 

(2) That Bangor Hydro-Electric 
Company shall file with this Commis- 
sion a new schedule of rates, tolls, and 
charges for its electric service, calcu- 
lated to produce total gross revenue, 
upon the basis of 1951 operations, in 
the approximate amount of $4,539,- 
000, by deriving approximately $131,- 
000 in new or additional revenue (in 
excess of ten months’ actual and two 
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months’ estimated figures) from the 
following classes of service and in 
approximately the following amounts: 


Class A—Residential Service 

Class B—Commercial Light 

Class B-1—Commercial Heating and 
Cooking : 

Class D—Small Power ape 

Miscellaneous Electric Service 


5,000 
2,000 
26,000 


Total $131,000 


Said new schedule, upon approval 
by the Commission, shall be made 
summarily effective by order supple- 
mental to this decree. 

(3) That this proceeding shall re- 
main open for such other and further 
procedures, orders, and decrees as may 
be necessary and proper in the prem- 
ises. 





FEDERAL POWER COMMISSION 


Re Mississippi River Fuel Corporation 


Docket No. G-1641 
December 11, 1951 


ewe to omit intermediate decision procedure in case 


involving rate increase under Natural Gas Act; state- 
ment made on denial of motion. 


Procedure, § 31.1 — Intermediate decision by examiner — Rate increase under 


bond. 


Denial of a motion to waive the intermediate decision procedure is not in 
violation of the letter and spirit of the law in a case involving a pro- 
posed rate increase which has gone into effect under bond, following sus- 
pension pursuant to § 4(e) of the Natural Gas Act, 15 USCA § 717c(e), 
where a decision by an examinei would be highly desirable and the Com- 
mission is unable properly to make the necessary finding under the Ad- 
ministrative Procedure Act that due and timely execution of its functions 
would imperatively and unavoidably require omission of a decision by the 


examiner who heard the case. 


(BucHaNnaNn, Commissioner, dissents.) 


By the Commission: On October 
30, 1951, the Commission denied a 
motion filed by staff counsel on Octo- 
ber 26, 1951, to omit the intermediate 
decision procedure in the case of Mis- 
sissippi River Fuel Corporation, 
Docket No. G—1641. By letter of 
Noveinber 5, 1951, the secretary of 
the Commission notified all parties of 
such denial, but failed to note thereon 


the negative vote of Commissioner 
Buchanan. 

The statement filed by Commis- 
sioner Buchanan on November 14, 
1951 [printed herewith], concludes 
with the assertion that, in his opinion, 
the Commission’s action in this mat- 
ter is in “violation of the letter and 
spirit of the law.” This characteriza- 
tion disregards the facts of this par- 
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ticular case and is a distorted inter- 
pretation of the Natural Gas Act and 
the Administrative Procedure Act. 

The Natural Gas Act requires that 
the Commission shall give preference 
to cases involving proposed rate in- 
creases. It also provides that unless 
such matters have been decided within 
the maximum 5-month suspension 
period provided by § 4(e), 15 USCA 
§ 717c(e), the proposed increase may 
be made effective upon motion of the 
natural gas company. But such rates 
become effective under bond furnished 
by the natural gas company, if re- 
quired by Commission order, so as 
to assure the refund of any portion of 
the proposed increase found by the 
Commission not to be justified. The 
dissenting statement fails to note that 
in every instance, including this one, 
the Commission has required an 
appropriate bond so that customer 
companies—and, in turn, retail con- 
sumers, if state Commissions having 
jurisdiction so order—are protected 
in the event that rates lower than those 
filed are made effective. 

It is significant that out of all the 
rate increase proceedings which have 
been before the Commission this is 
the first instance where a motion has 
been made by staff counsel or any of 
the parties to waive the intermediate 
decision procedure. While this is not 
conclusive in this or any other case, it 
does give an emphatic answer to 
insinuations that the Commission has 
ignored the law in this instance. 

The Commission weighed the facts 
at issue in this case on October 30, 
1951, and concluded that we were 
dealing with a proceeding where a 
decision by the examiner would be 
highly desirable. Therefore, the 
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Commission was unable properly to 
make the necessary finding under the 
Administrative Procedure Act that 
“due and timely execution of its func- 
tions” would “imperatively and un- 
avoidably” require omission of a deci- 
sion by the examiner who heard this 
case. 

An analysis of Commissioner Bu- 
chanan’s statement shows that he 
understands that omission of the inter- 
mediate decision procedure is discre- 
tionary rather than mandatory. Obvi- 
ously, therefore, there is no basis for 
the astonishing accusation that the 
Commission is in “violation of the 


letter and spirit of the law” by refus- 
ing to follow the procedure proposed 
by staff counsel in this proceeding. 


3UCHANAN, Commissioner, dis- 
senting: At the conclusion of the 
hearing in this docket on October 26, 
1951, staff counsel moved for the 
omission of the intermediate decision 
by the presiding examiner and _ that 
the Commission forthwith render a 
final decision citing § 8 of the Admin- 
istrative Procedure Act, 5 USCA § 
1007, and § 1.30(c) of the Commis- 
sion’s Rules of Practice and Proce- 
dure. The motion was supported by 
the Laclede Gas Company, MidSouth 
Gas Company, and the Office of Price 
Stabilization. It was opposed by 
Mississippi River Fuel Corporation 
and Union Electric Power Company. 
This motion was duly referred to the 
Commission by the presiding exam- 
iner. On November 5, 1951, the 
parties to the proceeding were noti- 
fied by letter over the signature of 
the secretary that the Commission had 
denied the motion. 

Obviously the objective of staff 
counsel’s motion to waive the inter- 
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RE MISSISSIPPI RIVER FUEL CORP. 


mediate decision procedure is to com- 
ply with the law and to bring as quick- 
ly as possible to the Commission for 
final decision the question of whether 
the rate increase which Mississippi 
River Fuel Corporation is seeking is 
justified on this record. 

Section 4(e) of the Natural Gas 
Act, 15 USCA § 717c(e), requires: 

" At any hearing involving a 
rate or charge sought to be increased, 

the Commission shall give to 
the hearing and decision of such ques- 
tions preference over other ques- 
tions pending before it and decide the 
same as speedily as possible.” 

In the same section it is provided 
that : 

“Whenever any such new schedule 
is filed the Commission may 
suspend the operation of such sched- 
ule . . . but not for a longer 
period than five months beyond the 
time when it would otherwise go into 
a 


Considering the relationship of the 
first-quoted provision to the second, 
it is perfectly apparent that provision 
for such preference in the first quota- 


tion is made with the intention of 
providing the Commission with the 
authority to arrive at a determination 
of the rate increase within the 5-month 
period set forth in the second quota- 
tion, or as soon thereafter as it is 
physically and legally possible to do 
so. 

The 5-month period on this suspen- 
sion expired August 31, 1951, and 
the increased rates, on motion of 
Mississippi River Fuel, were made 
effective as of September 1, 1951, by 


the Commission. Since the increased 
rates are presently being charged by 
Mississippi, it is in the public interest, 
both by authority of law and in equity 
to the distributing utilities and ulti- 
mate consumers, as well as the appli- 
cant’ for this Commission to reach its 
decision at the earliest possible mo- 
ment. 

Provision is made in the Adminis- 
trative Procedure Act to meet this 
precise situation. Section 8(a) of the 
APA provides that the intermediate 
decision procedure may be omitted in 
any “rule-making” case, such as this 
proceeding when “the agency finds 
upon the record that due and timely 
execution of its functions impera- 
tively and unavoidably so requires.” 
This record, in my opinion, supports 
the conclusion, beyond any reasonable 
doubt, that such omission could and 
should be made in the protection of 
the public interest. 

The period of time allotted for filing 
of briefs, as fixed by the presiding 
examiner, allows sixty-three days be- 
tween the conclusion of the hearing 
and the filing of final briefs. Based 
on our experience to date in gas rate 
increase cases, the presiding exam- 
iners have, on the average, required 
five months to prepare their decision 
after final briefs have been filed. Our 
experience also indicates that numer- 
ous exceptions will probably be filed 
to the examiner’s decision which the 
Commission will have to consider. In 
gas rate increase cases which have 
thus far reached the Commission for 
decision, it has required on an average 
seven and one-half months for final 





1The president of Mississippi has testified 
that his company was in no position to go to 
the equity market for construction funds so as 


to meet the needs of its customers for more 
gas absent settlement of the rate case. 
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decision after the initial decision was 
rendered by the examiner. Therefore, 
based on previous experience, it ap- 
pears that we may expect a final deci- 
sion in this case approximately four- 
teen and one-half months from now. 

In the face of this record of expe- 
rience, with knowledge of 17 pending 
gas rate increase cases aggregating 
nearly $100,000,000 and with a staff 
of only seven examiners to hear these 
cases as well as several hundred other 
cases a year, it appears to me that the 
Commission cannot countenance un- 
necessary time-taking procedures in 
rate suspension cases. 


The Commission has omitted this 
procedure in many important and bit- 
terly contested cases. There is no val- 
id reason, so far as I can see, why rate 
suspension cases should be given dif- 
ferent treatment. Particularly is this 
true in the light of the congressional 
mandate in the act which requires the 
Commission to give preference to 
those cases, and the further fact that 
our rate-making principles are well es- 
tablished and have had judicial sanc- 
tion. 


Considering the public interest, the 
specific provisions and requirements of 
the statutes, the record in this case, 
and the primary importance of the rate 
regulatory functions of this agency or 


any similar agency, in my opinion 
there can be but one conclusion to the 
Commission’s action in this matter 
and that is that it will result in uncon- 
scionable delay in violation of the let- 
ter and the spirit of the law. I, there- 
fore, dissent. 


BUCHANAN, Commissioner,  ad- 
denda to dissent: Since writing my 
dissent on November 14, 1951, the 
majority filed a statement of their po- 
sition which emphasizes principally 
the fact that the Mississippi River 
Fuel Corporation has filed a bond for 
the protection of its customers and 
the ultimate consumers. 

The infirmities inherent in the fil- 
ing of a bond in rate increase proceed- 
ings for protection of the ultimate con- 
sumer are too well known for discus- 
sion here. It is enough to state that 
by such method of protection to my 
knowledge all consumers are never re- 
imbursed 100 per cent and it results 
in either a feast or a famine to the dis- 
tributing utility. That is one reason 
why priority is given in the Natural 
Gas Act to rate increase proceedings, 
together with a five months’ suspen- 
sion from their effectiveness. The 
Natural Gas Act intends the earliest 
resolution of questions posed on the 
record in contested rate increase hear- 
ings. 
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John Procaccino 


New Jersey Bell Telephone Company 


Docket No. 5886 
January 9, 1952 


OMPLAINT of former subscriber against discontinuance of 
telephone service; dismissed. 


Service, § 134 — Denial of telephone service upon government request — Validity 


of company regulation. 


1. A telephone company regulation providing that facilities and services 
may be terminated upon objection made by or on behalf of any governmental 
authority is not arbitrary but, on the contrary, is reasonable, p. 64. 


Service, § 32.1 — Conflict of jurisdiction — Action of law enforcement authorities. 
2. The Commission has no power to review the action of a law enforcement 
agency requesting a discontinuance of telephone service used for gambling, 
or to nullify the agency’s action if the record indicates that its action was 


not justified, p. 64. 


APPEARANCES: Edward I. Fein- 
berg, for John Procaccino; A. J. Bit- 
tig, for New Jersey Bell Telephone 
Company; David R. Brone, Assistant 
Prosecutor, Atlantic county, for Lewis 
P. Scott, prosecutor. 


By the Commission: John Procac- 
cino formally complained to the Board, 
alleging that New Jersey Bell Tele- 
phone Company “arbitrarily and un- 
justly” disconnected telephone service 
and refuses to restore the same; and 
petitioned the Board to order the re- 
spondent to restore said telephone 
service to the Landis Diner, Harding 
highway, Landisville, New Jersey. 

The company, by answer to the 
complaint, set up in justification of its 
action a request by the New Jersey 
State Police to the company that the 
service be disconnected, and its tariff 


regulations providing for discontinu- 
ance of service on such request. 

On the testimony taken at the hear- 
ing on the complaint, the Board finds 
and determines: 

(a) That the service was discon- 
tinued at the request of the New Jer- 
sey state police, in which request it 
was stated that investigation by the 
state police led the state police to be- 
lieve there was justification to conclude 
that the public telephone in the peti- 
tioner’s establishment was used in 
illegal activity—bookmaking ; 

(b) That the state police, when re- 
quested on behalf of petitioner, refused 
to consent to the restoration of the 
service ; and 

(c) That the tariff regulations of 
the company provide for the discon- 
tinuance of service “upon objection to 
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the continuance made by or on behalf 
of any governmental authority.” 


The company by its answer prayed 
that the complaint be dismissed be- 
cause the complaint “is brought against 
the improper party in the improper 
forum.” 

[1,2] At the close of the hearing 
the company moved that the complaint 
be dismissed and the relief asked be 
denied upon the grounds set out in its 
answer and upon other grounds. The 
fundamental question before us is 
whether or not the action of the com- 
pany in the removal of telephone serv- 
ice and refusal to restore same on the 
basis of the regulation in the respond- 
ent’s tariffs was arbitrary and unrea- 
sonable. 

The tariff regulation of the company 
is to the effect that “facilities and 
service may be terminated 
upon objection to their continuance 
made by or on behalf of any govern- 
mental authority.” 

This regulation has its special rea- 
son in RS. 2:135-2-3-4, RS. 
2 :147-4, R.S. 2:171-3. 

In view of these penal statutes the 
Board has heretofore under circum- 
stances like those here involved deter- 
mined the above-quoted tariff regula- 
tion of the company to be reasonable 
and not arbitrary. 

The reasons leading to such finding 


are fully set out in the decisions of 
this Board in De Luisa v. New Jer- 
sey Bell Teleph. Co. (1949) 78 
PUR NS 22 and in Vacchiano v. New 
Jersey Bell Teleph. Co. (1950) 87 
PUR NS 25. No useful purpose 
would be served to reiterate them here. 

This Board has held that it is with- 
out power to review the action of a 
law enforcement agency and determine 
whether or not such action was war- 
ranted in the circumstances in which 
it acted, and if not warranted, to nulli- 
fy its action. These principles, enun- 
ciated in the De Luisa and Vacchiano 
Cases, supra, are applicable here. 

The Board for the reasons stated 
dismisses the complaint herein and 
denies the relief sought thereby. 

While testimony was introduced at 
the hearing as to the circumstances 
which led the state police to make the 
request for discontinuance of the serv- 
ice and refusal of the state police to 
withdraw its objection to the restora- 
tion of service, and while testimony 
was introduced by complainant deny- 
ing that the service had been used with 
his knowledge or consent for any ille- 
gal purpose, and that great hardship 
will result if service is not restored, the 
Board, because of the conclusion 
reached as to its lack of jurisdiction, 
does not pass upon or reach a conclu- 
sion as to the facts to which such testi- 
mony relates. 
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Industrial Progress 


A digest of information on new construction by pri- 
vately managed utt/tties; similar information relating 
to government owned utilities; news concerning prod- 


At 


Georgia Power to Spend 
$46,000,000 on Plant 


EORGIA Power CoMPANY will spend $6,- 

000,000 on new construction this year. 
This is $13,800,000 more than the company 
spent on expansion projects in 1951. 

Harllee Branch, Jr., president, said major 
items in this year’s program include building 
of four large electric generating units and the 
extension of transmission and distribution 
lines. The company has earmarked $5,100,000 
for a new 40,000-kilowatt steam generating 
plant near Brunswick, Georgia, and will spend 
another $6,700,000 for two 100,000 steam elec- 
tric generating units at Plant Hammond, near 
Rome. An additional $800,000 has been allo- 
cated for the beginning of construction of a 
third 10,000 kilowatt unit at Plant Hammond. 


Westinghouse Renames Central 
Station Department 


} ayy naree February 1, 1952, the name of the 
Central Station Department of the West- 
inghouse Electric Corporation was changed 
to Electric Utility Department. In making the 
announcement, Mr. Tomlinson Fort, vice 
president of the company’s Apparatus Divi- 
sion, said that the change applies to all ele- 
ments of the Apparatus Division that former- 
ly used the term Central Station. 

The change was made because it was felt 
that the new name more accurately describes 
and associates the corporation’s activities with 
the electric utility industry. 


Irving Trust Company 
Announces Promotion 


heey Trust Company recently announced 
the promotion of H. Miller Lawder from 
assistant vice president to vice president. 

Mr. Lawder has had wide experience in 
the company in all phases of its operations 
and presently is assigned to the district which 
serves the bank’s customers from Chicago to 
the West Coast. 


Joins Weathercasts of America 


Asam R. IaccHEo, formerly special serv- 
ice forecaster for the Weather Bureau, 
St. Louis, has joined Weathercasts of Ameri- 
ca, same city, as operations manager. Weather- 
casts of America are leading meteorological 
consultants specializing in forecasts, weather 
surveys and cloud seeding projects for the 
public utility industry, from which, accord- 


ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


ing to the announcement, the company de- 
rived 92 per cent of its business last year. 

As operations manager for Weathercasts 
of America, Mr. Iaccheo will direct the firm’s 
forecasting activities for many leading elec- 
tric, gas, and telephone utilities throughout 
the country, including 24-hour weather warn- 
ing service to improve utility peak-load shav- 
ing, anticipating storm damage and line crew 
needs, etc, 


Descriptive Folder on the 
Cleveland Model 80 


HE CLEVELAND TRENCHER COMPANY has 
just published a four page, two color 8} 
x 11 in. bulletin on the Cleveland Model 80 
Backfiller—Tamper—Side Crane. 
Re-introduced to the utility and construction 
fields at the request of prewar users, this versa- 
tile, one-man-operated machine backfills as it 
tamps as it travels. The folder uses text as 
well as action photographs to good advantage 
in depicting and describing the varied opera- 
tions performed by the 80. Complete specifica- 
tions and dimension data are clearly presented. 
Copies of the Cleveland Model 80 Bulletin 
(Form $120) may be obtained without obliga- 
tion by writing to the Cleveland Trencher 
nem, 20100 St. Clair ave., Cleveland 17, 
io. 


Long Island Lighting Has 
$41,000,000 Program 


ONG IsLAND LIGHTING CoMPANy plans to 

spend approximately $41,000,000 on con- 

struction in 1952, according to Edward F. 
Barrett, president. 

Construction expenditures in 1951 brought 
the total for the last five years to more than 
$103,000,000, approximately half of the pres- 
ent plant investment. 

First priorty in the present expansion pro- 
gram is being given to two 100,000 kilowatt 
additions to the Glenwood Landing and Far 
Rockaway generating stations. Construction 

(Continued on page 30) 
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will begin in 1952 on a third 100,000 kw unit. 
The aggregate cost of this production capacity 
will be about $50,000,000. 

While the completion of these three units 
will improve the balance between capacity and 
load conditions, Mr. Barrett said that long 
range studies indicate that additional generat- 
ing capacity will be required—in fact, the 
start of a fourth unit in 1953 is already being 
planned. 


A-C Appointments 


H STANLEY Bimpson has been appointed 
* chief engineer of Allis-Chalmers steam 
turbine section, according to a recent an- 
nouncement by R. N. Miers, section manager. 

Mr. Bimpson, who has been a consulting 
engineer in the office of the director of engi- 
neering of Allis-Chalmers general machinery 
division, has had a broad background of ex- 
perience in the power plant field. 

After joining Allis-Chalmers in 1920, Bimp- 
son served in various capacities in the engine 
and condenser and blower and condenser de- 
partments, and later was named chief engi- 
neer of the blower and condenser department. 

Included among Mr. Bimpson’s accomplish- 
ments are the designs of many of the largest 
high-speed compressors and large surface con- 
densers for many of the nation’s leading utili- 
ties, 

At the same time, Charles D. Wilson was 
appointed engineer-in-charge of steam tur- 
bine design. Mr. Wilson was previously in 


charge of large turbine design and has been 
with the company since 1925 when he worked 
as a cooperative engineering student while 
attending Marquette University. 

In addition to being responsible for in- 
corporating into practice many new turbine 
developments for large steam turbines, Mr. 
Wilson has contributed particularly to the 
modern methods of turbine lubrication. 


Idaho Power Has 4-Year 
Expansion Program 


pane Power CoMPANY expects to spend be- 
tween $55,000,000 and $70,000,000 over the 
next four years to provide additional electric 
generating facilities to meet anticipated de- 
mands for power. 

President T. E. Roach said the company’s 
1952 construction is estimated at $9,805,000, 
including $3,840,000 to complete its C. J. Strike 
hydro-electric project near Grandview in 
Southwestern Idaho. To meet estimated power 
needs after 1954, the company has made pre- 
liminary studies of two additional hydro- 
electric plant sites on the Snake river in 
Southwestern Idaho. 


Oil-Resistant Filler Tape 


An oil-resistant tape for rapid insulation 

build-up on splices in large power cables 

has been announced by Minnesota Mining and 
(Continued on page 32) 
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OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 
ceived orders for the building of 
hydraulic turbines aggregating 
output of 8,150,000 horsepower. 
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Manufacturing Company, 900 Fauquier street, 
St. Paul, Minnesota. Designated “Scotch” 
brand electrical tape No. 25, it is made of syn- 
thetic rubber providing greater dielectric 
strength and resistance to high temperatures 
than natural rubber tapes. 

According to the manufacturer, the chem- 
ical-resistant qualities of the tape make it 
especially suitable for use in underground 
cable operations, while the 40-mil thickness 
and extreme stretch (1500% breaking point) 
make possible smooth insulation wraps on ir- 
regular surfaces. 

Since it fuses to itself, forming a solid 
homogeneous mass, it requires no adhesive. 
The tape is not designed as a sole insulation. 
“Scotch” plastic electrical tape No. 33 is rec- 
ommended as the outer wrap for protection 
against moisture, weather, and abrasion. 


Westinghouse Appoints Bartlett 
Transformer Div. Manager 


HRIS H. BARTLETT has been appointed man- 

ager of the Transformer Division of the 
Westinghouse Electric Corporation, it was re- 
cently announced by John K, Hodnette, vice 
president and general manager of industrial 
products, 

Mr. Bartlett succeeds Frank L. Snyder who 
last October was named manager of the West- 
inghouse Aviation Gas Turbine Division in 
Philadelphia. 


Pennsylvania Power Plans 
$7,567,800 Expansion 


eer Power Company plans to 

spend $7,567,800 this Bad to expand its 
electric facilities for residences and industry 
in the Sharon-New Castle area. 

This brings to nearly $20,000,000 the amount 
spent by the company in the last three years 
for improvements, 

The biggest Poth in the long-range pro- 
gram is the 85,000 kilowatt addition to the 
power plant on the Beaver river south of New 
Castle. This unit will nearly double the pres- 
ent power capacity at a cost of $12,500,000. 

New sub-station and transmission facilities 
required to deliver the added power to the 
system will require another $1,000,000. The 
program also includes a 60,000-volt transmis- 
— circuit between New Castle and Masury, 

oO. 


New Reel Rack 


| ig nha MANUFACTURING, INc., 21550 
Hoover road, Detroit 5, Michigan, has in- 
troduced a new type stacking rack which is 
designed to conserve storage space and fa- 
cilitate the handling of reels of cable, loom, 
wire, tubing, rope, beading, extruded plastic 
shapes, etc. 

The reel is placed in the rack at floor level, 
“U"s provided on the cross members locate 

(Continued on page 34) 
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the reel axle. Reel and rack is then handled 
as a unit by lift truck. According to the man- 
ufacturer, the new racks are of welded square 
tube construction with self-aligning nesting 
feet that make stacking sure and easy. With 
each reel free to rotate independently, lengths 
of material can be dispensed readily as needed. 


Commonwealth Edison Boosts 
Expansion to $500,000,000 


OMMONWEALTH EprIson CoMPANY has 

stepped up its expansion program to pro- 
vide for $500,000,000 of construction expendi- 
— in the four year period through the end 
° 

Earlier the company had earmarked about 
$350,000,000 for expansion through the end of 
1954. It added about $40,000,000 to this total 
and projected the program through the end 
of 1955. 

Current expansion plans on completion will 
give Edison a generating capacity 60 per cent 
larger than at the end of World War II. It 
will amount to 3,722,000 kilowatts compared 
with a net effective capacity of 2,288,000 at 
the end of 1945. 


Arkansas Pwr. & Lt. Increases 
Construction Program 


Jovsemeatee 1952 construction expenditures 
of Arkansas Power & Light Company 
have been increased $4,000,000 to $30,000,000, 
according to C. Hamilton Moses, president. 

The company will spend $12,000,000 during 
the year to increase generating capacity, in- 
cluding additions to the Cecil Lynch plant at 
Rose City and the Harvey Couch plant at 
Stamps, Arkansas. Installation of an addi- 
tional 135,000-kilowatt generator will begin 
at each plant. An additional $6,770,000 is 
slated for the Lake Catherine steam plant, 
near Hot Springs. 

Other expenditures scheduled for 1952 in- 
clude $9,000,000 for transmission lines and 
facilities and $8,000,000 for distribution lines. 

The long-range program of the company, 
which extends through 1956, contemplates ex- 
penditures totaling $93,000,000. Of this total, 
$30,000,000 will be spent this year, $30,000,000 
in 1953, $15,000,000 in 1954 and reduced 
amounts yearly through 1956. 


G-E Sets Record in Steam 
Generator-Turbine Production 


HE GENERAL E.ectric CoMPANY’S anuual 

production of steam turbine-generators 
last year attained the 4,000,000-kilowatt com- 
bined-capacity level for the first time in the 
industry’s history. 

Announcing the record-breaking output, 
Glenn B, Warren, general manager of the com- 
pany’s Turbine Division, said power-making 
units shipped in 1951 had a total nameplate- 
rating of 4,098,000 kilowatts. 

At the same time, Mr. Warren forecast even 
greater production for 1952 and for several 


succeeding years “if critical materials are made 
available in sufficient quantities by the Na- 
tional Production Authority.” 

More than three-fourths of the company’s 
1951 production of steam turbine-generators 
went to utilities throughout the nation, pro- 
viding added nameplate-capacity of 3,144,000 
kilowatts of power for industrial and consum- 
er use, Mr. Warren said. 

Of the remainder, units with a total rating 
of 364,000 kilowatts were built for industries 
in the United States, and others with a com- 
bined capacity of 590,000 kilowatts were 
shipped to allied nations. 


Tampa Electric Expanding 


Tz Tampa Electric Company, Tampa, 
Florida, will spend $52,000,000 for new 
construction and extension of its facilities in 
the next five years. This is double the amount 
of expenditures for the same purposes in the 
last five years, according to Francis J. Gan- 
non, president. 
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How you can use 
standardized Power Transformers 
jwhere ‘“specials’’ seem to be required 


.. and get up to 5 months faster shipment and 8% lower price 


While systems are being modified to conform 
more closely to EEI-NEMA Preferred Voltages, 
many transformer applications arise which ap- 
parently require special voltages, impedances and 
tap arrangements. Often, you can meet these 


J requirements with G-E Repetitive Manufacture 


transformers and, at the same time, obtain at- 
tractive savings in both time and money. For 
example, with RM Transformers... 


You can operate at non-standard voltages: 


One optional feature of RM transformers pro- 
vides that the high-voltage rating for each 
insulation class above 5-kv can be varied over a 
00% range. This means, also, that by under- 
exciting you can obtain secondary voltages 
other than EEI-NEMA Preferred Voltage rat- 
ings. There may be some sacrifice in rating, of 
course—but you will get more kva per dollar 
than with a special transformer. 
Example: You have a standard 34.5-kv primary, 
but want a non-standard low voltage of 2300. 
Select an optional RM rating of 36-to-2.4 kv. 
Operate at 34.5 kv. You’ll get your 2300 volts. 
You pay 1% for the optional voltages. You 


Fsave 8% in base price. You get much faster 
q delivery. 


yYou can get all taps above or below the 


actual primary voltage: 


4 With RM transformers, you get two taps above 


and two below the rated primary voltage. By 
selecting an optional primary rating, you can get 


Jall four taps above (or all below) your actual line 


voltage. 
Example: Your high voltage is 34.4 kv. You want 


Jail taps below this. By selecting 32.8 kv for the 


primary rating, you get taps at 34.4, 33.6, 32.0 
and 31.2 kv. 

You pay 1% for the optional voltage. You save 
8% in base price. You get much faster delivery. 


You can parallel transformers with dif- 
ferent impedances: 


Impedances of RM transformers are fixed at 
5.5% to 7.0%, depending on high voltage. While 
this affects division of load when an RM unit is 
paralleled with an existing transformer, it is not 
as critical as you might think. It seldom results 
in a serious loss of capacity. 

Example: You want to parallel a 34.4-kv RM 
transformer (impedance, 6%) with an existing 
unit having an impedance of 6.6%. Theoretical 
division of load is about 52%—48%. Often actual 
division will be even better than this because of 
external impedances. At worst, you have lost 
less than 5% in capacity. You have saved 8% in 
cost, gotten much faster delivery. 


You can parallel A-Y with Y-A 


While in most ratings, RM transformers are 
available as A-Y or A-A, a A-Y RM trans- 
former can almost always be paralleled with an 
existing Y-A unit. In fact there is one advan- 
tage: You can ground the high side through the 
old unit, the low side through the new RM. 


You have 20 options available: 


These include: optional primary voltages—load- 
ratio-control—bushing current transformers— 
fans or provisions for future fans—junction 
boxes, and many others. RM (Repetitive Manu- 
facture) power transformers are available in 
ratings up to 5000 kva single-phase and 10,000 
kva three-phase. The ratings cover all EEI- 
NEMA Preferred Voltages—high and low—up 
to 69 kv. 

Let us help you apply RM transformers. For 
additional information call your nearest G-E 
representative or write for Bulletin GEC-479. 
General Electric Co., Schenectady, N. Y. 
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Tops for water, gas, sewer, tele- 
phone and power lines — leak 
clamp openings — highway and 
airport drainage... 


LOOK AT THESE ADVANTAGES 


@ One-man operation — cuts labor 
cost, cuts need for air and hand 
tools. 


Fills — as it tamps — as it travels 
— 24 speeds in either direction. 
(Photo 1) 

Backfills from either side of trench 


—fast, clean and smooth. (Photos 
1 and 3) 


Tamps from side or straddling 
trench—delivers 380 foot-lb. blow 
45 times each minute. 


Lays pipe — pulls sheathing — sets 
valves — handles headache ball, 
etc. (Photo 2) 


More maneuverable—fewer traffic 
hazards—better public relations. 


For complete information on the CLEVELAND 
80 see your local distributor or write for this 
fully illustrated folder of facts and specifications. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE ° CLEVELAND 17, OHIO 
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“I urge every 
American employer 
to promote the 
Payroll Savings Plan” 


DECHARD A. HULCY, PRESIDENT 


Chamber of Commerce of the United States 





“I urge every American employer to promote the Payroll 
Savings Plan among his employees as a means of building 


a reservoir of savings.” 


As President of the Chamber of Commerce 
of the United States... with literally thou- 
sands of contacts throughout industry and 
commerce... Mr. Hulcy is uniquely quali- 
fied to evaluate the Payroll Savings Plan. 
As a business man, he puts his finger on a 
most important accomplishment of the Pay- 
roll Savings Plan: the enormous reservoir 
of savings, future purchasing power, built 
up by the systematic saving of employed 
men and women. 

Today, millions of Americans hold Series 
E Defense Bonds totaling $34.7 Billion. It 
will surprise many to learn that this figure 
is $4.8 Billion greater than on V.J. Day. 


And the $34.7 Billion total of outstanding 
Defense Bonds is mounting. During the 
calendar year, 1951, 45,500,000 $25 Series FE 
Bonds were purchased —a gain of 17% 
over the previous year. 12,000,000 $50 FE 
Bonds were purchased in the same period, 
14% over the previous year. 

If your company hasn’t a Payroll Plan. 
or if your employee participation is less 
than 60%, the Savings Bond Division. 
U. S. Treasury Department will be glad to 
help you take your place among America’s 
Honor Roll of “Companies on Payroll Sav- 
ings.” Phone, wire or write to Suite 700, 
Washington Building, Washington, D.C. 
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e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
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Tare American ApprRAIsAL Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORE WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 


155 E. 44th St., New York 17, N. Y. 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








Jord, Bacon & Davis 
cee GMCS < Oe e eS" 


NEW YORK @ CHICAGO @ LOS ANGELES 











GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 

















GILBERT ASSOCIATES 


INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING + WASHINGTON + HOUSTON © PHILADELPHIA + ROME * MANILA + MEDELLIN 






Gal 


FOUNDED 1906 
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PROFESSIONAL DIRECTORY (continued) 





W. C. GILMAN & COMPANY 


Consulting Engineers 


Valuations — Depreciation Studies — Rate Cases 
Investigations — Reports — Finance 
Transit Fares and Surveys of Traffic and Service 
Off Street Parking 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street . CHICAGO w Telephone HArrison 7-8893 








Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio © Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION. 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
cate, $$ wien STUDIES— 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 














William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
on Utility Management Consultants Specializing in REGULATORY 
a COST ANALYSIS neues 
for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"’ 








Mention the FortNiGHTLY—It identifies your inquiry. 
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N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 



































Den 


CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET “=. BOSTON 10, MASS. 


" RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 


STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 














CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 











231 SOUTH LA SALLE STREET. CHICAGO 4. ILLINOIS 





Outstanding Designing « Engineering * Construc- 


tion * Piping » Equipment « Surveys 





in the * Plans + Steam or Diesel Power 
Plants, Alterations, Expansions 


Industry 


. ¢ 


THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. BIRMINGHAM, ALA. 














ENGENEERS 
CONSTRUCTORS 


SANDERSON & PORTER Sap 
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PROFESSIONAL DIRECTORY (continued) 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 


Chicago 3, Ill. 








80 BROAD STREET 


The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 
Consulting Engineering 


NEW YORK 4, N. Y. 








DESIGN — CONSTRUCTION 
REPORTS — VALUATIONS 


1304 ST. PAUL STREET 


Whitman, Requardt and Associates 


Publishers of the 35-year-old 
HANDY-WHITMAN INDEX 
for Public Utility 
Construction Cost Trends 
Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 

Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 





EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 

Original Cost Studies 


910 Electric Building Indianapolis, Ind. 











BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, 
ports, design and su 
struction of Public 


4706 BROADWAY 


investigations and re- 
rvision of con- 
tility Properties 


KANSAS CITY, MO. 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anv SERVICE CO. 
327 So. LaSalle St., Chicago 4, Il. 











BopbDyY-BENJAMIN 


ASSOCIATES, Inc. 
CONSULTING ENGINEERS 
Power Plant Design, Specification and 
Construction Supervision 
Economic and Thermodynamic Studies 
Technical Services and Reports 


28 WEST ADAMS ° DETROIT 26, MICHIGAN 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Resorte._A 
ports- 





Original Cest and Depreciation Studies 
Rate Analyses—insurance Surveys 








Mention the FortniGHTLY—It identifies your inquiry 


March 27, 1952@Mfarch 2 
























1952 





March 27, 1952 





—_ 























Public Utilities Fortnightly 








PROFESSIONAL DIRECTORY (concluded) 





FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SourH MICHIGAN AveNus, CHICAGO 


LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSattg St., Cricaco 








SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadeiphia 2, Pa. 
Tel. Rittenhouse 6-3037 











LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








HARZA ENGINEERING CO. 


Consulting Engineers 

lL. F. HARZA 

E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 

Transmission Lines, .-- Management, 

Dams, ee arbor Structures, 


400 W. MADISON S&T. CHICAGO 6, ILL. 


A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DistTRI- 
BUTION — Power STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Avs. Cuicaco 











ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








LAURENCE S. KNAPPEN 
Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 


Rate Case Investigations 
Revenues and Expenses 


919 Eleventh Street. N.W., Washingten |, D. C. 





Telephone: National 7733 














Testing « Inspection + Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 


Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis ¢ New York ¢ Philedelphia * Providence * Dallas 








LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 


DESIGN—REPORTS—APPRAISALS—RATES 
T? Bast Adams Strest 


Caleage 3, Tlinets 











WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 








Mention the FortnicHtLy—I¢ identifies your inquiry 














44 Public Utilities Fortnightly 


March 27, 1952 





INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 











ence. 
A 
*Abrams Aerial Survey Corporation .........-- 
p— & Friel, inc., Engi cove - 42 
ican Ap sisal Company, Inc. 
a Caliqua Company .. e 39 
*Analysts Seereel, The ...... 
A-P Controls Corporation eccce 22 
B 
Babcock & Wilcox Company, The .........--- 45 
*Barber-Greene Company .......+seeeeceseses 
*Bituminous Coal Institute ........++eeeeeeeees 
Black & Veatch, Consulting Engineers coescccoes as 
aa Division of Blaw-Knox ™ ececccece 16-17 
MY coccccccscces eee 
Boddy-Benjomin , MIT Inc. .. 42 
*Burroughs Adding Machine Co. ............++- 
Carter, Eari L., Conglting Eine seneeeenese 42 
Cleveland Trencher CSe.g TRE ceccccccccccccces 37 
*Cochrane Corporation .........++. cceccccces 
Columbia Gas System, Inc. ..........0000+ oo. 
Commonwealth Associates, Inc. ........+.+++++ 33 
Commonwealth Services, Inc. .........eseee00+ 33 
Consolidated Gas and Service Co. ...........- 42 
D 
Zimmermann, Inc., Engineers .......---+- 39 
HA Division of Chrysler Corp....Inside Back Cover 
*Drexel & Company ......-eeeeecececeeee coves 
E 
Ebasco Services, Incorporated ..........+.++ coe 
Electric Lee Battery Company, The 
Elliott Company .......-.+esee0s Cesececcoooes 28 
Equitable 'S Securities ‘Corporation eccccccccccece 9 
F 
*First Boston Co NOR cccccccccccscccecccs 
Ford, Bacon & Davis, Inc., Engineers ccccccccccce 39 
*Foster Wheeler Corporation .......0eeeeeeeeee 
. . 


Gannett Fleming Corddry and Carpenter, Inc. ... 42 
*Gas Appliance Manufocturers Association . 








General Electric Company ......-.-seseeeeeees 35 
Gibbs & Hill, Inc., Consulting Engineers. eocccecce 39 
Gibson, A. é., Company, Inc. ....cccccccccccces 29 
Gilbert Gasematen, Inc., Engineers ...cccccccees 39 
Gilman, W. C., & Company, Engineers .......... 
*Guaranty “Trust Co. of New York ..........-.. 
H 
Haberly, Francis S., Consulting Engineer ........ 43 
Hansell, "Sven B., Consulting Act wary .. 43 
Hartt, Jay Samuel, Consulting Engineer . 40 
Harza Engineeri MG Latuliesets Cvecececocos 43 
Hill, Cyrus G., Engineers ......... ceccoccccce 40 
. Gustav, Grgnsteation, inc. Seecesoccesos 40 
Hoosier Engineering Company ........ceeeeceee 40 
1 
International Business Machines pees seeece 20 
international Harvester Company, Inc. ......... 24 
Irving Trust Company ......... Ceccccccccoscse 7 
J 
Jackson & Moreland, Engineers ................ 43 
Jensen, Bowen & Farrell, Engineers eesessoovens 40 


Professional Directory 


*Fortnightly advertisers not in this issue. 


Their products and services cover a wide range of utility needs. 


K 
a one © 7. BOR o0006sccdcccsesce S0eee 
ing, me T asese pamnesecestenseaieéeoerce 
id Manufacturing Comes TP eecceesee * 
Knappen, Laurence S., Consulting Economist ..... a 
L 
tLangley, WC. & Co. «---02--: i animaiiié ae 
s, Inc., n4eenees 
Leece-Neville Co. a Soond Gonnt 
Lefer, Willicr se E sginee Ly eet 
er, m seuonae 
Lincoln ‘Engraving & Print GOP. cccscccccces 
*Loftus gy dy Z BE apoesece eeeece ee 
toca‘ a «3» ~~ peleeppepedbeessenee | 
& May, Consulting MOOTS ccccccvccceses 
he 
Main, Chas. T., Inc., nace on0eeeeeeeseen 4 
Mercoid socveceees E 
*Merrill Lynch, Pierce feaner & 1 beta 
Middle West Service Co. ........seecesceeeees 4 
*Morgan Stanley & Company .............005. 
N 


Newport News Shipbuilding & Dry Dock Co. .. 31 






P 
= iam » ioe. Seccccsccovesccosocoocese a 
meer Service neering Com Seeeceee 
Pritchard, J. F., & gues esees pany S8Ge0eeee 4) 
o 
Recording & Statistical Gupetie eocccccoces VW 
aon 0 ness GER. ccccecce $00sC6ceeeess one 
. H., Company ....... ee 
Rust Engineering Company, Seeeenscesoecese 4 
s 
Sanderson & Porter, Engineers ..........+.+++++ 4 
Sargent & rag SE tiiencmacensieene 1 
Schulman, A Electric Co., Engineers ........ 4 
Sioan, cia Consulting Engineers ..... 4 
Sorg Printing yb, BB. ccccccccesccoccese 3 
*Southern Coal Company, Inc. .......-.-ee0%: 
*Sprague Meter Company, The ...... ecccccece 
*Springfield Boiler Company eeevececoescoese 
U 
Union Securities Corporation ............++ scoe @ 
United States Testing Co., Inc. ...... onccecesee 4 
w 
Wastlogs & ® + Engineers ..........++ 
jouse orporation 
Outside Back Cov 
White, J. G 


Ge Gill ad das es. a 


a ol 


> 


a? 
- 


il? 


ving) 
3 


Say Daer 


te 


he ansv 


jou the 
e best. 
Rated” 1 
benny -pi 





m@he engi 


Scotch 
hank it 
Jpkeep | 


ruck er 


values a 


nd exh: 


daha 





What truck will save you the most? 


he answer’s a cinch! The truck that’ll save 
ou the most is the one that fits your job 
e best. And that means a Dodge ‘“‘Job- 
hated”’ truck—one that’s engineered for 
enny-pinchin’ thrift on your job. 


mhe engine of a Dodge “Job-Rated” truck 
ms Scotch as can be with gasoline. You can 
hank its high-compression ratio for that. 
Jpkeep costs are low, too, because a Dodge 
ruck engine pares down costs with such 
falues as chrome-plated top piston rings 
nd exhaust valve seat inserts. 


Count on a thrifty Dodge ‘*Job-Rated”’ truck 
to give you more for your money right down 
the line. You’ll get greater braking safety, 
easier bad-weather starting, easier handling, 
greater comfort, and smoother riding. 


And you can get gyrol Fluid Drive on \%-, 
34-, and 1-ton models. This Dodge exclusive 
‘cushions’ power for easier driving and 
longer truck life. Ask for a demonstration. 


For help and advice on the kind of truck 
which will save you the most, see your 
nearby Dodge dealer. 
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This system begins and ends inside our 
High Power Laboratory. It owns only a few 
hundred feet of conductors, yet it has been 
faulted almost 250,000 times—deliberately! 


It gets this purposeful punishment because 
it was erected specifically to serve you... 


For into this miniature system of ours we 
connect every new interrupting device de- 
sign. Here they are repeatedly subjected to 
all fault currents they might be expected to 
interrupt in actual service. And out of this 
testing comes the valuable data that enable 
us to prove... and to constantly improve 
... the equipment we build for you. 


The testing of high-power circuit break- 
ers provides a good example. The data 


High Power Laboratory 
Developments 


“De-ion®” Grid Interrupters 
10,000,000-kva Interrupting Capacity 
3 and 5 Cycle Interrupting Time 
Reclosing Times as Low as 15 Cycles 
Longer Contact Life 
Smaller Tanks—Less Oil 


Here is the world’s 
most faulted power system! 


specify Westinghouse. 
















gained from thousands of actual faults 
proving ratings as high as 10,000,000 ky: 
for 230,000 volts—have enabled us to req 
duce interrupting time, and the size of 
equipment to do the job. For you this 
means greater system stability and better 
service continuity. Most important, it means 
-++you can always be sure when you 


SEE “ELECTRICAL PROVING GROUND”. The complete sto 
of 25 years of High-Power Laboratory testing is avail 
able to you in sound and color motion picture. Her 
és an absorbing record of electrical progress... rat 
matic evidence of the way Westinghouse broves for, 
you. For a showing to your group, simply contact \oury 
Westinghouse representative or write Westinghousey 
Electric Corporation, Film Division, P. O. Box 868, 
Pittsburgh 30, Pennsylvania. J-60 7629 


you can 6€ SURE.. ie irs 


Westinghouse 





